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Banco Latinoamericano de Comercio Exterior, S. A. ad Subsidiaries

Unaudited condensed consolidated interim statemeraff financial position
September 30, 2018 and December 31, 2017
(In US$ thousand)

Assets
Cash and cash equivalents
Financial Instruments:
Securities at fair value through OCI
Securities at amortized cost, net
Loans
Less:
Allowance for expected credit losses
Unearned interest and deferred fees
Loans, net

Derivative financial instruments used for hedgingeeivable
Investment properties, net

Property and equipment, net
Intangibles, net

Other assets:
Customers' liabilities under acceptances
Accrued interest receivable
Other assets

Total of other assets

Total assets

Liabilities and stockholders' equity
Deposits:
Noninterest-bearing - Demand
Interest-bearing - Demand
Time
Total deposits

Derivative financial instruments used for hedgingayable

Securities sold under repurchase agreement
Short-term borrowings and debt
Long-term borrowings and debt, net

Other liabilities:
Acceptances outstanding
Accrued interest payable

Allowance for expected credit losses on loan commaitts and financial guarantees contracts

Other liabilities
Total other liabilities
Total liabilities

Stockholders' equity:

Common stock

Treasury stock

Additional paid-in capital in excess of assignetligaof common stock
Capital reserves

Dymanic provision

Regulatory credit reserve

Retained earnings

Accumulated other comprehensive income (loss)
Total stockholders' equity

Total liabilities and stockholders' equity

Notes
45,18
5,18

5,18
5,18

5,16,18

18
18

9,18

5,16,18

5,10,18
11,18
11,18

18
18

12

14
15
14

22

22

22
5,16

The accompanying notes are an integral part ottbesdensed consolidated interim financial statésnen
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September 30, December 31,
2018 2017
(Unaudited) (Audited)
792,952 672,048
20,971 25,135
77,562 68,934
5,724,518 5,505,658
139,318 81,294
7,357 4,985
5,577,843 5,419,379
3,391 13,338
2,289 5,119
6,692 7,420
1,798 5,425
24,232 6,369
45,367 30,872
7,661 13,708
77,260 50,949
6,560,758 6,267,747
203 420
77,928 81,644
2,699,404 2,846,780
2,777,535 2,928,844
26,394 34,943
39,767 -

1,237,603 1,072,723
1,423,952 1,138,844
24,232 6,369
23,427 15,816
3,219 6,845
15,678 20,551
66,556 49,581
5,571,807 5,224,935
279,980 279,980
(61,076) (63,248)
119,523 119,941
95,210 95,210
108,756 108,756
25 20,498
444,959 479,712
1,574 1,963
988,951 1,042,812
6,560,758 6,267,747




Banco L atinoamericano de Comercio Exterior, S. A. and Subsidiaries

Unaudited condensed consolidated interim statements of profit or loss
For the three and nine months ended September 30, 2018, 2017 and 2016
(In US$ thousand, except earnings per share amounts)

For the three months ended For the nine months ended
September 30, September 30,
Notas 2018 2017 2016 2018 2017 2016
Interest income:
Deposits 3,129 2,995 1,142 9,293 7,818 3,206
Securities at fair value through OCI 150 124 457 416 420 1,956
Securities at amortized cost 599 474 688 1,605 1,448 2,261
Loans 61,142 51,457 60,530 173,062 160,594 177,025
Total interest income 65,020 55,050 62,817 184,376 170,280 184,448
Interest expense:
Deposits 16,767 12,510 5,329 47,160 30,310 14,970
Short and long-term borrowings and debt 20,957 14,643 17,668 55,441 48,296 51,954
Total interest expense 37,724 27,153 22,997 102,601 78,606 66,924
Net interest income 27,296 27,897 39,820 81,775 91,674 117,524
Other income (expense):
Fees and commissions, net 3,692 3,566 3,371 11,783 11,848 10,178
(Loss) gain on derivative financial instruments and foreign currency exchange, net (1,554) (616) 204 (404) (12) (135)
Gain (loss) per financial instrument at fair value through profit or loss 109 3 (324) (233) (706) (4,091)
Gain (loss) on sale of securities at fair value through OCI 5 - - 69 - 79 (246)
Gain (loss) on sae of loans 5 - 15 87 (625) 113 490
Loss on investment properties at fair value through profit or loss 7 (412) - - (1,560) - -
Other income, net 564 201 150 1,209 810 1,057
Total other income, net 2,399 3,169 3,557 10,170 12,132 7,253
Total income 29,695 31,066 43,377 91,945 103,806 124,777
Expenses:
Impairment loss from expected credit losses on loans 5 53,568 362 5,077 62,509 9,981 17,186
Impairment loss (recovery)from expected credit losses on investment securities 5 - 75 (210) (47) (390) 276
Impairment loss (recovery) from expected credit losses on loan commitments and
financial guarantee contracts 5 1,566 215 (725) (3,626) (946) (59)
Impairment loss in other assets 8 1,724 - - 3,464 - -
Loss on derecognition of intangible assets 2,705 - - 2,705 - -
Sadaries and other employee expenses 5,213 5,842 6,230 21,390 20,306 19,008
Depreciation of equipment and leasehold improvements 315 384 376 957 1,171 1,039
Amortization of intangible assets 336 174 222 1,011 553 425
Other expenses 4,987 3,553 4,416 13,177 11,731 13,201
Total expenses 70,414 10,605 15,386 101,540 42,406 51,076
(Loss) profit for the period (40,719) 20,461 27,991 (9,595) 61,400 73,701
(Loss) earnings per share:
Basic 13 (1.03) 0.52 0.72 (0.24) 1.56 1.89
Diluted 13 (1.03) 0.52 0.71 (0.24) 1.56 1.88
Weighted average basic shares 13 39,540 39,362 39,102 39,544 39,289 39,059
Weighted average diluted shares 13 39,540 39,413 39,225 39,544 39,319 39,178

The accompanying notes are an integral part of these condensed consolidated interim financial statements.



Banco L atinoamericano de Comercio Exterior, S. A. and Subsidiaries

Unaudited condensed consolidated interim statements of profit or lossand other comprehensive income
For thethree and nine months ended September 30, 2018, 2017 and 2016
(In US$ thousand)

For thethree months ended For the nine months ended
September 30, September 30,
Notes 2018 2017 2016 2018 2017 2016

(Loss) profit for the period (40,719) 20,461 27,991 (9,595) 61,400 73,701
Other comprehensive income (loss):
Itemsthat will not be reclassified subsequently to profit and loss:

Changein fair value for revaluation by equity instrument to FVOCI, net of hedging 16 866 - - (1,653) - -
Itemsthat are or may bereclassified subsequently to profit and loss:

Changein fair value for debt instrument revaluation, net of hedging 16 (2,304) (759) 6,017 (2,221) 123 9,070

Reclasification adjustment for gains (losses) included in the loss or profit 16 1,998 2,449 (2,622) 4,693 935 (2,773)

Exchange difference in conversion of foreign operating currency (1,071) - - (1,208) - -

Other comprehensive income (loss) 16 (511) 1,690 3,395 (389) 1,058 6,297
Other comprehensive income (loss) for the period (41,230) 22,151 31,386 (9,984) 62,458 79,998

The accompanying notes are an integral part of these condensed consolidated interim financial statements.



Banco Latinoamericano de Comercio Exterior, S. A.ad Subsidiaries

Unaudited condensed consolidated interim statements changes in stockholders's equity
For the nine months ended September 30, 2018, 204/7d 2016
(In US$ thousand)

Additional paid-

in capital in Accumulated
excess of other
assigned value Dynamic Regulatory Retained comprehensive
Common stock Treasury stock ~ common stock Capital reserves provision reserve earnings income (loss) Total
Balances at January 1, 2016 279,980 (73,397) 120,177 95,210 30,788 7,920 521,934 (10,681) 971,931
Profit for the period - - - - - - 73,701 - 73,701
Other comprehensive income - - - - - - - 6,297 6,297
Issuance of restricted stock - 1,259 (1,259) - - - - - -
Compensation cost - stock options and stock units plans - - 2,480 - - - - - 2,480
Exercised options and stock units vested - - - - - - - - -
Repurchase of "Class B" and "Class E" common stock - - - - - - - - -
Regulatory reserve - 2,953 (1,387) - - (2,203) 2,203 - 1,566
Dymanic provision - - - - 10,244 - (10,244) - -
Dividends declared - - - - - - (45,104) - (45,104)
Balances at September 30, 2016 279,980 (69,185) 120,011 95,210 41,032 5717 542,490 (4,384) 1,010,871
Balances at January 1, 2017 279,980 (69,176) 120,594 95,210 43,826 18,633 525,048 (2,801) 1,011,314
(Loss) profit for the period - - - - - - 61,400 - 61,400
Other comprehensive income (loss) - - - - - - - 1,058 1,058
Issuance of restricted stock - 1,259 (1,229) - - - - - 30
Compensation cost - stock options and stock units plans - - (38) - - - - - (38)
Exercised options and stock units vested - 3,278 109 - - - - - 3,387
Repurchase of "Class B" and "Class E" common stock - (28) - - - - - - (28)
Regulatory reserve - - - - - (10,637) 10,637 - -
Dymanic provision - - - - 63,566 - (63,566) - -
Dividends declared - - - - - - (45,384) - (45,384)
Balances at September 30, 2017 279,980 (64,667) 119,436 95,210 107,392 7,996 488,135 (1,743 1,031,739
Balances at January 1, 2018 279,980 (63,248) 119,941 95,210 108,756 20,498 479,712 1,963 1,042,812
Profit for the period - - - - - - (9,595) - (9,595)
Other comprehensive income - - - - - - - (389) (389)
Issuance of restricted stock - 1,259 (1,259) - - - - - -
Compensation cost - stock options and stock units plans - - 587 - - - - - 587
Exercised options and stock units vested - 3,355 254 - - - - - 3,609
Repurchase of "Class B" and "Class E" common stock - (2,442) - - - - - - (2,442)
Regulatory reserve - - - - - (20,473) 20,473 - -
Dymanic provision - - - - - - - - -
Dividends declared - - - - - - (45,631) - (45,631)
Balances at September 30, 2018 279,980 (61,076) 119,523 95,210 108,756 25 444,959 1,574 988,951

The accompanying notes are an integral part of these condensed consolidated interim financial statements.



Banco L atinoamericano de Comercio Exterior, S. A. and Subsidiaries

Unaudited condensed consolidated interim statements of cash flows
For the nine months ended September 30, 2018, 2017 and 2016
(In US$ thousand)

Cash flows from operating activities

(Loss) profit for the period

Adjustmentsto reconcile profit for the year to net cash provided by (used in)
operating activities:

Activities of derivative financial instruments used for hedging
Depreciation of equipment and leasehold improvements
Amortization of intangible assets

Loss for disposal of equipment and leasehold improvements
Loss for disposal of intangible assets

Loss on investment properties at fair value through profit or loss
Impairment loss from expected credit losses

(Loss) gain on sale of financial assets at fair value through OCI
Amortization of premium and discount related to securities at amortized cost
Gain on sale of property and equipment

Impairment loss on other assets

Compensation cost - share-based payment

Interest income

Interest expense

Net decrease (increase) in oper ating assets:

Net decrease (increase) in pledged deposits

Financial instruments at fair value through profit or loss

Net decrease (increase) in loans

Write-off against the allowance for expected credit losses

Other assets

Net increase (decrease) in operating liabilities:

Net increase due to depositors

Financial liabilities at fair value through profit or loss

Other liabilities

Cash provided by operating activities

Interest received
Interest paid
Net cash provided by operating activities

Cash flowsfrom investing activities:

Acquisition of equipment and |easehold improvements

Acquisition of intangible assets

Proceeds from the sale of investment property

Proceeds from the redemption of securities at fair value through OCI
Proceeds from the sale of securities at fair value through OCI
Proceeds from maturities of securities at amortized cost

Purchases of securities at fair value through OCI

Purchases of securities at amortized cost

Net cash provided by investing activities

Cash flowsfrom financing activities:

Increase (decrease) net in short-term borrowings and debt and securities sold under
repurchase agreements

Proceeds from long-term borrowings and debt

Repayments of long-term borrowings and debt

Dividends paid

Exercised stock options

Repurchase of common stock

Net cash used in financing activities

Increase (decrease) net in cash and cash equivalents
Cash and cash equivaents at beginning of the period
Cash and cash equivalentsat end of the period

The accompanying notes are an integral part of these condensed consolidated interim financia statements.

2018 2017 2016
(9,595) 61,400 73,701
1,929 (35,559) (18,947)
957 1171 1,039
1,011 553 425
840 150 -
2,705 14 -
1,560 - -
58,836 8,645 17,408

- (79) 246

798 601 863

18 - -

3,464 - -
587 (38) 2,480
(184,376) (170,280) (184,453)
102,601 78,606 66,924
25,320 18,720 (3,385)

- - 53,383
(216,489) 676,129 297,758
(4,484) (4,240) 907
(15,281) (2,514) 4,044
(151,309) 200,157 330,536
- (24 (89)

13,218 (15,842) (16,850)
(367,690) 817,570 625,990
169,881 181,508 184,608
(94,990) (77,018) (62,640)
(292,799) 922,150 747,958
(1,131) (622) (1,520)
(45) (26) (3,084)
1,270 - -
3,244 - 77,286

- 15,177 107,888

6,324 14,240 43,212

- - (91,972)
(15,701) (8,324) (23,713)
(6,039) 20,445 108,007
204,647 (732,946) (1,310,550)
532,206 220,172 374,859
(247,098) (639,114) (425,301)
(45,860) (45,449) (45,104)
3,609 3,387 1,566
(2,442) (28) -
445,062 (1,193,978) (1,404,530)
146,224 (251,383) (548,475)
618,807 1,007,726 1,267,302
765,031 756,343 718,827




Banco Latinoamericano de Comercio Exterior, S. A. ad Subsidiaries
Notes to the unaudited condensed consolidatedrmfarancial statements
(Amounts expressed in thousands of U.S. dollars, unless otherwise indicated)

1.

Corporate information

Banco Latinoamericano de Comercio Exterior, S(‘Bladex Head Office” and together with its subsidés “Bladex”
or the “Bank”), headquartered in Panama City, Répu§ Panama, is a specialized multinational baestablished to
support the financing of trade and economic intégnan Latin America and the Caribbean (the “Reg)o The Bank
was established pursuant to a May 1975 proposakpted to the Assembly of Governors of Central Bankthe
Region, which recommended the creation of a mulbnal organization to increase the foreign tradaricing capacity
of the Region. The Bank was organized in 197 7oriporated in 1978 as a corporation pursuant tdatws of the
Republic of Panama, and officially initiated op@as on January 2, 1979. Under a contract lanesigm 1978 between
the Republic of Panama and Bladex, the Bank wasteglacertain privileges by the Republic of Panamauding an
exemption from payment of income taxes in Panama.

The Bank operates under a general banking licessed by the National Banking Commission of Pangredecessor
of the Superintendence of Banks of Panama (the "SBP

In the Republic of Panama, banks are regulatethdpBP through Executive Decree No. 52 of April 3008, which
adopts the unique text of the Law Decree No. 9aifriary 26, 1998, modified by the Law Decree Nof Eebruary
22, 2008. Banks are also regulated by resolutionsagreements issued by this entity. The maiacaspf this law
and its regulations include: the authorization @inking licenses, minimum capital and liquidity regments,
consolidated supervision, procedures for manageofemedit and market risks, measures to prevemaydaundering,
the financing of terrorism and related illicit adties, and procedures for banking intervention Agdidation, among
others.

Bladex Head Office’s subsidiaries are the follogi

- Bladex Holdings Inc. a wholly owned subsidiary, arorated under the laws of the State of Delawdreted
States of America (USA), on May 30, 2000. Bladexdit@s Inc. has ownership in Bladex Representadeda.L

- Bladex Representacao Ltda., incorporated underlatvs of Brazil on January 7, 2000, acts as the Bank
representative office in Brazil. Bladex Represeataltda. is 99.999% owned by Bladex Head Officd tre
remaining 0.001% owned by Bladex Holdings Inc.

- Bladex Investimentos Ltda. was incorporated unketdws of Brazil on May 3, 2011. Bladex Head &ffowned
99% of Bladex Investimentos Ltda., and Bladex Huddilnc. owned the remaining 1%. This companyiimaested
substantially all of its assets in an investmemdfuAlpha 4x Latam Fundo de Investimento Multimeiaa
incorporated in Brazil (“the Brazilian Fund”), retgred with the Securities and Exchange Commissidrazil
(“CVM", for its acronym in Portuguese). Bladex Irstenentos Ltda. merged with Bladex Representacda.ldn
April 2016, being the former the extinct companyenBrazilian law and prevailing the acquiring canyp Bladex
Representacao Ltda.

- Bladex Development Corp. was incorporated undedahes of Panama on June 5, 2014. Bladex Developmen

Corp. is 100% owned by Bladex Head Office.

- BLX Soluciones, S.A. de C.V., SOFOM, E.N.R. wasoirpprated under the laws of Mexico on June 13, 2014

BLX Soluciones is 99.9% owned by Bladex Head Offared Bladex Development Corp. owns the remainihge0
The company specializes in offering financial lagsand other financial products such as loans acibifing.

Bladex Head Office has an agency in New York Ci#gA (the “New York Agency”), which began operatoon
March 27, 1989. The New York Agency is principadiygaged in financing transactions related to irtiional trade,
mostly the confirmation and financing of letterscoédit for customers in the Region. The New YAgency also has
authorization to book transactions through an h#tonal Banking Facility (“IBF").



Banco Latinoamericano de Comercio Exterior, S. A. ad Subsidiaries
Notes to the unaudited condensed consolidatedrmfarancial statements
(Amounts expressed in thousands of U.S. dollars, unless otherwise indicated)

1.

Corporate information (continued)

The Bank has representative offices in Buenos Aifggentina; in Mexico City; in Lima, Peru; and Bogota,
Colombia.

These unaudited condensed consolidated interimdinbstatements were authorized for issue by trer@of Directors
on October 23, 2018.

Basis of preparation of the consolidated financiastatements
2.1 Statement of compliance

These unaudited consolidated interim financiakstents of Banco Latinoamericano de Comercio Exte®ioA. and
its subsidiaries have been prepared in accordariite Imernational Accounting Standard 3dterim Financial
Reporting (IAS 34) issued by the International Accountingrgtards Board ("IASB"). As all the disclosuresuiegd
by IFRS for annual period consolidated financiatetnents are not included herein, these unauditedensed
consolidated interim financial statements shouldréed in conjunction with the audited consolidafedncial
statements and the notes thereto as of and foygheended December 31, 2017, contained in the 'Bamhual
audited consolidated financial statements. Theidited condensed consolidated interim statemerpsadit or loss,
profit or loss and other comprehensive income, gharin equity and cash flows for the periods preeskare not
necessarily indicative of results expected for fanyre period.

2.2 Reclassification

Certain amounts in the prior year’s financial staéats have been reclassified to conform to theeatiryear’s
presentation. These reclassifications had no teffiethe previously reported changes in net assetguity

3. Summary of new significant accounting policies

3.1 Investment properties

Property and Land that is held for long-term regtalds, operating leases and/or for capital agptien, and that is
not occupied by the Bank, is classified as investnpeoperty. Investment property is measuredatiat its cost,

including related transaction costs and where agble borrowing costs. After initial recognitionyestment property
is carried at fair value.

Fair value is based on active market prices, agljli$t necessary, for differences in the natureation or condition
of the specific asset. If this information is nwt#able, the Bank uses alternative valuation ma@shsuch as recent
prices on less active markets or discounted cashglojections. Valuations are performed as ofitiencial position
date by professional valuers who hold recognisetratevant professional qualifications and haveneéexperience
in the location and category of the investment prgpbeing valued. These valuations form the bfasithe carrying
amounts in the consolidated financial statements.

The fair value of investment property reflects, agather things, rental income from current leased other
assumptions market participants would make whesimarithe property under current market conditions.

Subsequent expenditure is capitalised to the assattying amount only when it is probable thatifateconomic
benefits associated with the expenditure will fimathe Bank and the cost of the item can be medget@bly. All
other repairs and maintenance costs are expensadinturred. When part of an investment propertgjgaced, the
carrying amount of the replaced part is derecoghnise

Changes in fair values are recognised in the incstatement. Investment properties are derecogmibed they have
been disposed.

Where the Bank disposes of a property at fair valugn arm’s length transaction, the carrying valaenediately
prior to the sale is adjusted to the transactidoepand the adjustment is recorded in the incotaemment within
from fair value adjustment on investment property.
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Banco Latinoamericano de Comercio Exterior, S. A. ad Subsidiaries
Notes to the unaudited condensed consolidatedrmfarancial statements
(Amounts expressed in thousands of U.S. dollars, unless otherwise indicated)

3. Summary of new significant accounting policies (cdmued)
3.1 Investment properties (continued)

If an investment property becomes owner-occupied, rieclassified as property, plant and equipmisifair value
at the date of reclassification becomes its cass@idsequent accounting purposes.

4. Cash and cash equivalents

September30, December 31,
2018 2017

Cash and due from bar 14,21 11,03:
Interes-bearing deposits in bar 778,73t 661,01¢
Total 792,95: 672,04¢
Less

Pledged deposi 27,92: 53,24
Total cash and cash equivale 765,031 618,807

The following table presents the details on intebesaring deposits in banks and pledged deposits:

September30, 2018 December 31, 2017
Range Range
Amount Interest rate Amount Interest rate

Interest-bearing deposits in banks:

Demand deposi® 77873¢ 0.41% a 5.61¢ 661,01t  0.25% a 1.55¢

Time deposit® - - - -
Total 778,738 661,016
Pledged deposits:

New York® 3,50( - 3,00( -

Panam® 24,42 2.18% 50,24: 1.42%
Total 27,921 53,241

@ Demand deposits with bearing interest based odadiig rates determined by banks.

@ Time deposits “overnight” calculated on an averiagerest rate.

® The New York Agency had a pledged deposit withNleev York State Banking Department, as requiredalaysince March 1994.
® The Bank had pledged deposits to secure derivitimacial instruments transactions.
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Banco Latinoamericano de Comercio Exterior, S. A. ad Subsidiaries
Notes to the unaudited condensed consolidatedrmfarancial statements
(Amounts expressed in thousands of U.S. dollars, unless otherwise indicated)

5.

Financial instruments

Financial instruments at fair value through other omprehensive income “FVOCI”

The amortized cost, related unrealized gross d@és) and fair value of financial instruments at Yalue through other
comprehensive income by country risk and type ot dee as follows:

Equity Investment at FVOCI

Equity investments®
Brazil

Securities at FVOCI

Sovereign debt:
Brazil
Chile
Trinidad and Tobag

Equity Investment at FVOCI

Equity investments®
Brazil

Securities at FVOCI

Sovereign debt:
Brazil
Chile
Trinidad and Tobag

September30, 2018

Unrealized
Amortized cost Gain Loss Fair value
8,40: 7,40¢ 10,28( 5,52
8,40: 7,40¢ 10,28( 5,52
September30, 2018
Unrealized
Amortized cost Gain Loss Fair value
2,946 - 13E 2,811
5,147 - 13¢€ 5,017
8,501 - 87¢ 7,62
16,59 - 1,15( 15,44
24,996 7,405 11,430 20,971
December 31, 2017
Unrealized
Amortized cost Gain Loss Fair value
8,63( - 22¢ 8,40z
8,63( - 22¢ 8,40:
December 31, 2017
Unrealized
Amortized cost Gain Loss Fair value
2,937 29 12 2,95¢
5,182 - 35 5,147
8,843 - 211 8,63:
16,96: 29 25¢ 16,73
25,592 29 486 25,135

@ Equity instruments were initially recognized at fealue. These equity instruments correspond tatyequ
securities classified with the irrevocable optidrelsanges in OCI

11



Banco Latinoamericano de Comercio Exterior, S. A. ad Subsidiaries
Notes to the unaudited condensed consolidatedrmfarancial statements
(Amounts expressed in thousands of U.S. dollars, unless otherwise indicated)

5.

Financial instruments (continued)

Financial instruments at fair value through other mmprehensive income (continued)

Securities at FVOCI (continued)

As of September30, 2018, and as of December 31, 2017, there wersecurities at fair value through other

comprehensive income accounted for as securedciimgs

The following table discloses those securities thed unrealized losses for a period less than 1L@thmand for 12

months or longer:

September30, 2018

Less than 12 months 12 months or longer Total
Fair Unrealized Fair Unrealized Fair Unrealized
value gross losses value gross losses value gross losses
Sovereign del 6,88¢ 21C 8,55¢ 94( 15,44« 1,15(
Total 6,885 210 8,559 940 15,444 1,150
December 31, 2017
Less than 12 months 12 months or longer Total
Fair Unrealized Fair Unrealized Fair Unrealized
value gross losses value gross losses value gross losses
Sovereign del 5,14 35 9,61¢ 223 14,76 25€
Total 5,147 35 9,616 223 14,763 258
The following table presents the realized gainslasses on sale of securities at fair value thraatgbr comprehensive
income:
Three months ended Septembe30th
2018 2017 2016
Realized gain on sale of securit - - 72
Realized loss on sale of securit - - (3)
Net gain (loss) on sale of securities at fair vahueugh
other comprehensive incor - - 69
Nine months ended Septembes0th
2018 2017 2016
Realized gain on sale of securit - 667 7,544
Realized loss on sale of securit - (588 (7,790
Net gain (loss) on sale of securities at fair vahueugh
other comprehensive incor - 79 (246)
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Banco Latinoamericano de Comercio Exterior, S. A. ad Subsidiaries
Notes to the unaudited condensed consolidatedrmfarancial statements
(Amounts expressed in thousands of U.S. dollars, unless otherwise indicated)

5.

Financial instruments (continued)
Financial instruments at fair value through other mmprehensive income (continued)

Securities at FVOCI (continued)

Securities at fair value through other comprehengizome classified by issuer’s credit quality aadors are as follows:

September30, December 31,
Rating® 2018 2017

1-4 15,44. 16,73!
5-6 - -

7 - -

8 - -

9 - -

1C - -
Total 15,444 16,733

@Current ratings as of September 30, 2018 and Dieee81, 2017, respectively.

The amortized cost and fair value of securitigfaiatvalue through other comprehensive income bytra@tual maturity
are shown in the following tables:

September30, 2018 December 31, 2017
Amortized Amortized
cost Fair value cost Fair value

Due within 1 yee - - -
After 1 year but within 5 yea 16,59« 15,44 16,96:
After 5 years but within 10 ye: - - -

16,73

16,594 15,444 16,962

16,733
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Banco Latinoamericano de Comercio Exterior, S. A. ad Subsidiaries
Notes to the unaudited condensed consolidatedrmfarancial statements
(Amounts expressed in thousands of U.S. dollars, unless otherwise indicated)

5. Financial instruments (continued)
Financial instruments at fair value through other mmprehensive income (continued)

Securities at FVOCI (continued)

The significant changes in the gross carrying arhotisecurities at fair value through other compretive income
during the period that contributed to changes énaliowance for expected credit loss, is providetthe table below:

Gross carrying amount as of December 31, 2017

Transfer in book value to ge 2
Transfer in financial instruments with credit-
impairec

Transfer in book value to stag

Financial instruments that have been derecognized
during theperioc

Changes due to financial instruments recognized

as of December 31, 27

New financial assets originated or purch:
Write-offs

Gross carrying amount as of Septembe80, 2018

Gross carrying amount as of December 31, 2016

Transfer in book value to stage
Transfer in financial instruments with credit-
impairec

Transfer in book value to stag

Financial instruments that have been derecognized
during the ye:

Changes due to financial instruments recognized

as of December 31, 26

New financial assets originated or purch:
Write-offs

Gross carrying amount as of December 31, 2017

@ 12-month expected credit losses.
@ Lifetime expected credit losses.

Stage 1V

Stage 2?

Stage 3®

Total

13,779

2,954

16,733

(1,146)

(143)

(1,289)

(1,146)

(143)

(1,289)

12,633

2,811

15,444

Stage 1V

Stage 2?

Stage 3®

Total

27,821

2,786

30,607

(14,042)

168

(13,874)

(14,04

16€

(13,879

13,779

2,954

16,733

®  Credit-impaired financial assets (lifetime expeateetlit losses).
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Banco Latinoamericano de Comercio Exterior, S. A. ad Subsidiaries
Notes to the unaudited condensed consolidatedrmfarancial statements
(Amounts expressed in thousands of U.S. dollars, unless otherwise indicated)

5. Financial instruments (continued)

Securities at FVOCI (continued)

The allowance for expected credit losses relatinggturities at fair value through other comprelvenisicome,
which is recorded in equity under accumulated otloenprehensive income (loss), is as follow:

Allowance for expected credit losses as of
December 31, 2017

Transfer to lifetime expected credit los
Transfer to cred-impaired financiainstrument

Transfer to 1-month expected credit los:

Net effect of changes in reserve for expected
credit losse

Financial instruments that have been derecognized
during theperioc

Changes due to financial instruments recognized
as of December 3:2017:

New financial assets ornated or purchas

Write-offs

Allowance for expected credit losses as of
September30, 2018

Allowance for expected credit losses as of
December 31, 2016

Transfer to lifetime expected credit los
Transfer to cred-impaired financiainstrument

Transfer to 1-month expected credit los:

Net effect of changes in reserve for expected
credit losse

Financial instruments that have been derecognized
during the ye:

Changes due to financial instruments recognized
as of December 3:2016:

New financial assets original or purchase
Write-offs

Allowance for expected credit losses as of
December 31, 2017

@ 12-month expected credit losses.
®  Lifetime expected credit losses.

Stage 1Y

Stage 2@

Stage 3®

Total

24

198

222

(2)

(2)

22

202

224

Stage 1Y

Stage 22

Total

42

263

305

(6)
(12)

(65)

(71)

(12)

(18)

(65)

(83)

24

198

222

®  Credit-impaired financial assets (lifetime expeateetlit losses).
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Banco Latinoamericano de Comercio Exterior, S. A. ad Subsidiaries
Notes to the unaudited condensed consolidatedrmfarancial statements
(Amounts expressed in thousands of U.S. dollars, unless otherwise indicated)

5. Financial instruments (continued)
Securities at amortized cost

The amortized cost, related unrealized gross dags) and fair value of these securities by courisly and type of
debt, excluding the amounts of allowance for exg@:credit losses are as follows:

September30, 2018

Unrealized
Amortized
cost® Gain Loss Fair value

Corporate debt:
Brazil 1,48¢ - 26 1,46:
Mexica 6,787 - 9 6,77¢
Panam 12,80¢ 27 - 12,83:
21,08 27 35 21,07

Sovereign debt;
Colombie 28389 106 261 28,23
Mexica 19,94« - 662 19,28:
Panam 8,29t - 24 8,271
56,628 106 94¢ 55,78¢
77,709 133 983 76,859

December 31, 2017
Unrealized
Amortized
cost® Gain Loss Fair value

Corporate debt:
Brazil 1,48¢ 3 - 1,48¢
Panam 9,97¢ - - 9,97¢
11,46 3 - 11,46¢

Sovereign debt;
Colombie 29,00¢ 67 16 29,057
Mexica 20,20:¢ - 167 20,03¢
Panam 8,45¢ - 11 8,447
57,66 67 194 57,54(
69,130 70 194 69,006

@ Amounts do not include allowance for expected ¢redises of $147.
@ Amounts do not include allowance for expected ¢redises of $196.

As of September 30, 2018ecurities at amortized cost with a carrying vatt&37 million, were pledged to secure
repurchase transactions accounted for as securadcfings. As of December 31, 2017, there were no secsrite
amortized cost accounted for as secured finariafailities.
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Banco Latinoamericano de Comercio Exterior, S. A. ad Subsidiaries
Notes to the unaudited condensed consolidatedrmfarancial statements
(Amounts expressed in thousands of U.S. dollars, unless otherwise indicated)

5. Financial instruments (continued)
Securities at amortized cost (continued)

The amortized cost and fair value of securitiearabrtized cost by contractual maturity are showthan following

tables:
September30, 2018 December 31, 2017
Amortized Fair Amortized Fair

cost® value cost® value
Due within 1 yee 25,09: 25,22 7,97¢ 7,97¢
After 1 year but within 5 yea 52,617 51,63t 61,15: 61,02¢
After 5 years but within 10 ye: - - - -
77,709 76,859 69,130 69,006

@ Amounts do not include allowance for expected ¢trhedses of $147.
@ Amounts do not include allowance for expected ¢redses of $196.

Securities at amortized cost classified by issueneslit quality indicators are as follows:

September30, December 31,
Rating® 2018 2017
1-4 76,22C 57,66"
5-6 1,48¢ 11,46!
7 - -
8 - -
9 - -
1C - -
Total 77,709 69,130

@) Current ratings as of September 30, 2018 and Deeefih 2017, respectively.
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Banco Latinoamericano de Comercio Exterior, S. A. ad Subsidiaries
Notes to the unaudited condensed consolidatedrmfarancial statements
(Amounts expressed in thousands of U.S. dollars, unless otherwise indicated)

5. Financial instruments (continued)
Securities at amortized cost (continued)

The significant changes in the gross carrying arhotisecurities at amortized cost during the petfat contributed
to changes in the allowance for expected credd#, issprovided at the table below:

Stage 1Y Stage 22 Stage 3® Total

Gross carrying amount as of December 31, 2017 67,645 1,485 - 69,130
Transfer in book value to stage ) . ) .
Transfer in financial instruments with credit

impairec - - - -
Transfer in book value to stag i ) - )
Flna_nC|aI instruments that have been derecognized (7.363) 4 (7.359)
during theperioc

Changes due to financial instruments recognized

as of December 31, 27 (7,363) 4 (7,359
New financial assets originated or pursec 15,93¢ - - 15,938
Write-offs 3 3 3
Gross carrying amount as of SeptembeB0,

2018 76,220 1,489 - 77,709

Stage 1V Stage 2? Stage 3® Total

Gross carrying amount as of December 31, 2016 65,154 12,687 - 77,841
Transfer in book value to stage - - - -
Transfer in financial instruments with credit

impairec - - - -
Transfer in book value to stag - - - -
Financial instruments that have been derecognized

during the yee (7,487) (11,202) - (18,689)
Changes due to financial instruments recognized
as of December 31, 26 (7,487 (11,2(2) - (18,6¢9)
New financial assets originated or purch: 9,97¢ - - 9,97¢
Write-offs } ) ) )
Gross carrying amount as of December 31, 2017 67,645 1,485 - 69,130

@ 12-month expected credit losses.
@ Lifetime expected credit losses.

®  Credit-impaired financial assets (lifetime expeateetlit losses).
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Banco Latinoamericano de Comercio Exterior, S. A. ad Subsidiaries
Notes to the unaudited condensed consolidatedrmfarancial statements
(Amounts expressed in thousands of U.S. dollars, unless otherwise indicated)

5. Financial instruments (continued)
Securities at amortized cost (continued)

The allowance for expected credit losses relatnggturities at amortized cost is as follow:

Stage 1Y Stage 22 Stage 3® Total
Allowance for expected credit losses as of
December 31, 2017 144 52 - 196
Transfer to lifetime expected credit los - - - -
Transfer to cred-impaired financiainstrument - - - -
Transfer to 1-month expected credit los: - - - -
Net effect of changes in reserve for expected
credit Icsse: (21) (22) - (43)
Financial instruments that have been derecognized
during th¢ perioc (50) - - (50)
Changes due to financial instruments recognized
as of December 31, 27: (71) (22) - (93)
New financial assets originated or purch: 44 - - 44
Allowance for expected credit losses as of
September30, 2018 117 30 147
Stage 1Y Stage 2@ Stage 3® Total
Allowance for expected credit losses as of
December 31, 2016 99 503 602
Trander to lifetime expected credit los: - - - -
Transfer to cred-impaired financiainstrument - - - -
Transfer to 1-month expected credit los: - - - -
Net effect of changes in reserve for expected
credit losse (16) (29) - (45)
Financial instruments that have been derecognized
during the ye: (18) (422 - (440
Changes due to financial instruments recognized
as of December 31, 16; (34) (451 - (485
New financial assets originated or purch: 79 - - 79
Allowance for expected credit losses as of
December 31, 2017 144 52 196

@  12-month expected credit losses.
@ Lifetime expected credit losses.

®  Credit-impaired financial assets (lifetime expeateetlit losses).
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Banco Latinoamericano de Comercio Exterior, S. A. ad Subsidiaries
Notes to the unaudited condensed consolidatedrmfarancial statements
(Amounts expressed in thousands of U.S. dollars, unless otherwise indicated)

5. Financial instruments (continued)

Recognition and derecognition of financial assets

During the periods ended September 30, 2018, 26d 2616, the Bank sold loans measured at amortiasd These
sales were made based on compliance with the Bsin&tegy to optimize the loan portfolio.

The amounts and gains arising from the derecognitfdhese financial instruments are presenteddridllowing table.
These gains are presented within the line “gaissflon sale of loans” in the consolidated statemgptofit or loss.

Assignments and Gains
participations (losses)
For theyeal endecSeptember 3 2018 71,66 (625
For theyeal endecSeptember 3 2017 72,40C 118
For theyeal endecSeptember 3 2016 146,97" 49(
Loans — at amortized cost
The following table set forth details of the Bankan portfolio:
September30, December 31,
2018 2017
Corporations
Private 1,769,86: 1,882,84
State-ownec 840,63. 723,26
Banking and financial institutior
Private 2,452,75 2,083,79
State-ownec 537,271 573,64!
Middle-market companic
Private 123,99. 242,10:
Total 5,724,518 5,505,658
The composition of the gross loan portfolio by istty is as follows:
September30, December 31,
2018 2017
Banking and fiancial institution 2,990,021 2,657,44.
Industria 838,35: 772,23¢
Oil and petroleum derived produ 749,27( 735,41:
Agricultural 512,73! 501,24:
Service 323,37! 430,71
Mining 90,60( 231,68
Other: 220,16( 176,91¢
Total 5,724,518 5,505,658

Loans are reported at their amortized cost conisigehe principal outstanding amounts net of unedirinterest,

deferred fees and allowance for expected crediekns

The amortization of net unearned interest and dedefees are recognized as an adjustment to theedeloan yield

using the effective interest rate method.
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Notes to the unaudited condensed consolidatedrmfarancial statements
(Amounts expressed in thousands of U.S. dollars, unless otherwise indicated)

5. Financial instruments (continued)
Loans — at amortized cost (continued)

As of September 30, 2018, and December 31, 20&rtearned discount interest and deferred feesmtewto $7,357
and $4,985, respectively.

Loans classified by borrower’s credit quality iratirs are as follows:

September30, 2018
Banking and financial

Middle-market

Corporations institutions companies
Rating® Private State-owned Private State-owned Private Total
1-4 1,321,44 613,74. 2,122,93 332,39 56,35 4,446,87
5-6 364,44 226,88 329,82: 204,87! 32,64 1,158,67.
7 - - - - - -
8 - - - - - -
9 83,97¢ - - - - 83,97¢
10 - - - - 35,00( 35,00(
Total 1,769,868 840,632 2,452,756 537,270 123,992 5,724,518
December 31, 2017
Banking and financial Middle-market
Corporations institutions companies
Rating® Private State-owned Private State-owned Private Total
1-4 1,336,03 563,87 1,729,59 361,23t 147,21. 4,137,94
5-6 523,05! 159,39( 354,20: 212,41 59,88 1,308,95!
7 - - - - - -
8 23,75¢ - - - - 23,75¢
9 - - - - - -
10 - - - - 35,00( 35,00(
Total 1,882,846 723,267 2,083,795 573,649 242,101 5,505,658

@ Current ratings as of September 30, 2018 and Deee@ih 2017, respectively.
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Notes to the unaudited condensed consolidatedrmfarancial statements
(Amounts expressed in thousands of U.S. dollars, unless otherwise indicated)

5. Financial instruments (continued)
Loans — at amortized cost (continued)

The following table provides a breakdown of loagsbuntry risk:

Country:
Argentine
Belgiurr
Bolivia
Brazil
Chile
Colombie
Costa Ric
Dominican Republi
Ecuado

El Salvada
German'

Guatemal
Hondura
Jamaic
Luxembourg
Mexica
Nicaragui
Panam
Paragua
Pert
Singapor
Switzerlanc

Trinidad and Tobac
United States of Amerit
Uruguay

Total

22

September30, December 31,
2018 2017
541,010 294,61:
15,000 11,36¢
20,087 15,00(
1,175,590 1,019,46!
158,991 170,87
702,067 829,13(
312,215 356,45
273,56( 249,92¢
175,845 94,31t
54,895 55,11(
22,50( 37,50(
253,345 309,02:
87,318 74,47¢
55,860 24,43t
19,985 19,92
868,554 850,46:
24,953 29,80«
540,394 500,13:
124,917 59,53¢
135,932 211,84t
49,700 54.50(
600 3,68
111,200 175,00(
- 44,10¢
- 15,00(
5,724,518 5,505,658




Banco Latinoamericano de Comercio Exterior, S. A. ad Subsidiaries
Notes to the unaudited condensed consolidatedrmfarancial statements
(Amounts expressed in thousands of U.S. dollars, unless otherwise indicated)

5.

Financial instruments (continued)

Loans — at amortized cost (continued)

The remaining loan maturities are summarized dsvit

September30, December 31,
2018 2017
Current:
Up to 1 mont 818,38. 846,99:
From 1 month to 3 mont 1,024,51. 1,079,79.
From 3 months to 6 mont 918,04. 1,175,80
From 6months to 1 yei 1,076,88 922,71.
From 1 year to 2 yee 534,18¢ 392,45t
From 2 years to 5 yes 1,190,18! 989,22.
More than 5 yea 43,34¢ 39,92
5,605,54. 5,446,89
Delinquen 2,85i -
Impairec 116,11¢ 58,75¢
Total 5,724,518 5,505,658

As of September 30, 2018, and December 31, 20&7rahge of interest rates on loans fluctuates f008%% and

11.62% (2017: 1.35% y 11.52%).

The fixed and floating interest rate distributidrttee loan portfolio is as follows:

September30, December 31,
2018 2017
Fixed interest rat 2,682,65! 2,378,50!
Floating interest rati 3,041,85! 3,127,14
Total 5,724,518 5,505,658

As of September 30, 2018, and December 31, 201%, &0d 85%, of the loan portfolio at fixed interestes has

remaining maturities of less than 180 days.

An analysis of credit-impaired loans is detailedaews:

September30, 2018 2018
Average
Past due Related principal Balance
Recorded principal allowance loan interest
investment balance Stage 3 balance recognized
With an allowance recorded:
Private corporatiot 83,97¢ 6,24¢ 62,62( 40,48( 74k
Middle-market compani¢ 35,00( 35,00( 26,58t¢ 35,00( 3,83¢
Total 118,976 41,248 89,208 75,480 4,583
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5.

Financial instruments (continued)

Loans — at amortized cost (continued)

December 31, 2017 2017
Average
Past due Related principal Balance
Recorded principal allowance loan interest
investment balance Stage 3 balance recognized
With an allowance recorded:
Private corporatiot 23,75¢ 7,46¢ 5,98¢ 22¢
Middle-market companies 35,00( 35,00( 20,52 35,00( 3,02¢
Total 58,759 35,000 27,995 40,988 3,257

The following is a summary of information of intetemounts recognized on an effective interesshasinet
carrying amount for those financial assets in S&ge

Interest revenue calculated on the net carryinguarno

(net of credit allowance

Three months ended Septembed0,

2018

2017

2016

1,18

31C

72(C

Nine months ended Septembes0,

2018 2017 2016
Interest revenue calculated on the net carryinguarno
(net of credit allowanc 2,157 1,17¢ 1,561
The following table presents an aging analysidefloan portfolio:
September30, 2018
Greater Total
91-120 121-150 151-180 than 180 Past
days days days days due Delinquent Current Total
Corporation 61,84« - - - 61,84« 2,857 2,545,79 2,610,501
Banking and
financial
institutions - - - - - - 2,990,02! 2,990,02i
Middle-market
companie - - - 35,00( 35,00( - 88,99: 123,99.
Total 61,844 - - 35,000 96,844 2,857 5,624,817 5,724,518
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5. Financial instruments (continued)

Loans — at amortized cost (continued)

December 31, 2017

Greater Total
91-120 121-150 151-180 than 180 Past
days days days days due Delinquent Current Total

Corporation - - - - - - 2,606,11. 2,606,111
Banking and
financial
institutions - - - - - - 2,657,44. 2,657,44.
Middle-market
companie - - - 35,00( 35,00( - 207,10: 242,10:
Total - - - 35,000 35,000 - 5,470,658 5,505,658

As of September 30, 2018, and December 31, 20&7B#mk had credit transactions in the normal coafdmisiness
with 16% and 21%, respectively, of its Class “A'0diB” stockholders. All transactions were madedshsn arm’s-
length terms and subject to prevailing commerdiiééda and market rates and were subject to alBthnk’s Corporate
Governance and control procedures. As of SepteB8te2018, and December 31, 2017, approximatel\yaBéo14%,
respectively, of the outstanding loan portfolio wdaced with the Bank’s Class “A” and “B” stockhels and their
related parties. As of September 30, 2018, thekBeas not directly or indirectly owned or contralley another
corporation or any foreign government, and no Ctégsor “B” shareholder was the registered ownermbre than
3.5% of the total outstanding shares of the votiayital stock of the Bank.

Maodified financial assets

The following table refer to modified financial ats, where modification does not result in de-redomn:

Modified financial assets (with loss allowance badeon

lifetime ECL) modified during the period September30, 2018 December 31, 2017

Gross carrying amount before modifical - 8,85¢
Loss allowance before modificati - (3,344
Net amortized cost before modificat - 5,511
Gross carrying amount after modificat ) 4,48¢
Lossallowance after modificatic - (4,484)

Net amortized cost after modificati - -

For the modified financial assets during the yer72 were received other real estate owned foll $%5,
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5. Financial instruments (continued)
Loans — at amortized cost (continued)

The significant changes in the gross carrying arhotifoans during the period that contributed tarfes in the
allowance for expected credit loss, is providethattable below:

Stage 1V Stage 2@ Stage 3® Total

Gross carrying amount as of December 31, 2017 4,839,227 607,672 58,759 5,505,658
Transfer in book value to stage (38,654 38,65¢ - -
Transfer in Financial Instruments with credit-

impairec (5,714 (61,845 67,55¢ -
Transfer in book Jlue to stage 39,56( (39,560 - -
Financial instruments that have been derecognized

during the perioc (3,746,902 (325,637 (2,858 (4,075,397
Changes due to financial instruments recognized

as of December 31, 27 (3,751,710 (388,388 64,701 (4,075,397
New financial assets originated or purch: 4,298,74. - - 4,298,74
Write-offs - - (4,484 (4,484
Gross carrying amount as of SeptembeB0,

2018 5,386,258 219,284 118,976 5,724,518

Stage 1V Stage 2? Stage 3® Total

Gross carrying amount as of December 31, 2016 5,019,368 935,999 65,364 6,020,731
Transfer in book value to stage (41,167 41,16° - -
Transfer in Financial Instruments with credit -

impairec - (46,673 46,67: -
Transfer it book value to stage 8,00( (8,000 - -
Financial instruments that have been derecognized

during the yes (4,214,697 (313,399 (21,667 (4,549,759
Changes due to financial instruments recognized

as of December 31, 26 (4,247,864 (326,900 25,00¢ (4,549,759
New financial assets originated or purch: 4,067,72 - - 4,067,72
Write-offs - (1,427 (31,611 (33,038
Gross carrying amount as of December 31, 2017 4,839,227 607,672 58,759 5,505,658

@ 12-month expected credit losses.
@ Lifetime expected credit losses.

®  Credit-impaired financial assets (lifetime expeateetlit losses).
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5. Financial instruments (continued)
Loans — at amortized cost (continued)

The allowances for expected credit losses relatdolins at amortized cost are as follows:

Stage 1Y Stage 2 Stage 3® Total

Allowance for expected credit losses as of

December 31, 2017 19,821 33,477 27,996 81,294
Transfer to lifetime expected credit los (109 10¢ - -
Transfer tccredit impaired financial instrumer (111 (7,864 7,97¢ -
Transfer to 1-month expected credit los: 4,17 (4,172 - -
Net effect of changes in reserve for expected

credit losse (4,249 (179 57,72. 53,29:
Financial instruments that have been derecognized

during theperioc (13,889 (8,042 - (21,931
Changes due to financial instruments recognized

as of December 31, 27 (14,186 (20,148 65,69¢ 31,36:
New financial assets originated or purch: 31,14¢ - - 31,14¢
Write-offs - - (4,484 (4,484
Recoveries of amounts previously written - - - -
Allowance for expected credit losses as of

September30, 2018 36,781 13,329 89,208 139,318

Stage 1Y Stage 2? Stage 3° Total

Allowance for expected credit losses as of

December 31, 2016 29,036 41,599 35,353 105,988
Transfer to lifetime expected credit los (672 672 - -
Transfer to cred-impairec financial instrument - (12,845 12,84¢ -
Transfer to 1-month expected credit los: 1,428 (1,428 - -
Net effect of changes in reserve for expected

credit losse (2,900 18,221 20,257 35,58¢
Financial instruments that have been derecognized

during the yee (24,434 (11,321 (8,333 (44,088
Changes due to financial instruments recognized

as of December 31, 26 (26,578 (6,695 24,76¢ (8,504
New financial assets originated or purch: 17,36 - - 17,36
Write-offs - (1,427 (32,126 (33,553
Recoveries of amounts previously written - - - -
Allowance for expected credit losses as of

December 31, 2017 19,821 33,477 27,996 81,294

@  12-month expected credit losses.
@ Lifetime expected credit losses.
®  Credit-impaired financial assets (lifetime expeateetlit losses).
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5. Financial instruments (continued)
Derivative financial instruments for hedging purposs
Quantitative information on derivative financiaktruments held for hedging purposes is as follows:

September30, 2018

Carrying amount of the
hedging instrument

Changes in fair
value used for

Nominal calculating hedge
Amount Asset Liability ineffectiveness
Fair value hedges:
Interest rate swa 433,500 414 (5,264) (490)
Crost-currency swag 227,35! 51¢ (13,670 11,08(
Cash flow hedges:
Interest ree swap 457,500 1,516 (2,785) (968)
Cros«-currency swag 23,025 - (663) (1,542)
Foreign exchange forwe 169,98t 94: (3,974 (11,640
Net investment hedges:
Foreign exchange forwa 5,012 - (38) (88)
Total 1,316,378 3,391 (26,394) (3,648)

December 31, 2017

Carrying amount of the

hedging instrument Changes in fair
value used for
calculating
Nominal hedge
Amount Asset Liability ineffectiveness
Fair value hedges:
Interest rate swa 367,50( - (4,36)) (2,399
Cros«-currency swag 306,96 3,672 (30,159 15,90(
Cash flow hedges:
Interest rate swa 595,00t 127 (42¢) 99t
Crost-currency swas 23,025 87¢ - 2,13:
Foreign exchange forwe 225,38t 8,61( - 11,83t
Net investment hedges:
Foreign exchange forwe 9,24: 50 - 181
Total 1,527,117 13,338 (34,943) 28,649

The hedging instruments presented in the tableseasie in the line item in the statement of finahpiosition at fair

value - Derivative financial instruments usedHedging — receivable or at fair value — Derivafinancial instruments
used for hedging — payable.
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5. Financial instruments (continued)

Derivative financial instruments for hedging purpos (continued)

The gains and losses resulting from activities efivditive financial instruments and hedging recagdi in the
consolidated statements of profit or loss are prtesebelow:

Derivatives — cash flow
hedge

Interest rate swa

Cross-currency sway.

Foreign exchange forwe

Total

Derivatives — net
investment hedge

Foreign e«change forwar
Total

Three months ended Septembe30, 2018

Gain (loss)

reclassified from

accumulated OCI Gain (loss)
Gain (loss) to the recognized on
recognized in consolidated derivatives
OCI (effective Classification of gain statement of (ineffective
portion) (loss) profit or loss portion)
Gain (loss) on interest
42 rate swa - 3)
Gain (loss) on foreign
521 currency exchang - (11)
Interest income loans 78¢€ -
Interest income —
1,917 securities at FVO( - -
Interest expenses —
deposits 1,13¢ -
Interest expense —
borrowings and de - -
Gain (loss) on foreign
currency exchang (3,948 -
2,476 (2,027) (14
303
303
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5. Financial instruments (continued)

Derivative financial instruments for hedging purpo®s (continued)

Derivatives — cash flow
hedge

Interest rate swa

Cross-currency sway.

Foreign exchange forwe

Total

Derivatives — net
investment hedge

Foreign exchange forwe
Total

Nine months ended Septembe30, 2018

Gain (loss)

reclassified from

30

accumulated OCI Gain (loss)
Gain (loss) to the recognized on
recognized in consolidated derivatives
OCI (effective Classification of gain statement of (ineffective
portion) (loss) profit or loss portion)
Gain (loss) on interest
(1,969 rate swa - 3)
Gain (loss) on foreign
1,561 currency exchang - (7
Interest income loan: 1,20¢ -
Interest income —
9,212 securities at FVO( - -
Interest expenses —
deposits 3,36: -
Interest expense —
borrowings and de - -
Gain (loss) on foreign
currency exchang (6,125 -
8,804 (1,559) (10)
(1,222
(1,222)
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5. Financial instruments (continued)

Derivative financial instruments for hedging purpos (continued)

Derivatives — cash flow
hedge

Interest rate swa

Cross-currency sway.

Foreign exchange forwe

Total

Three months ended Septembe30, 2017

Gain (loss)
reclassified from

accumulated OCI Gain (loss)
Gain (loss) to the recognized on
recognized in consolidated derivatives
OCI (effective Classification of gain statement of (ineffective
portion) (loss) profit or loss portion)
Gain (loss) on interest
14t rate swa - (122
Gain (loss) on foreign
364 currency exchang - (20)
Interest income loan: (2,06¢) -
Interest income —
3,752 securities at FVO( - -
Interest expenses —
deposits (1,449 i
Interest expense —
borrowings and de - -
Gain (loss) on foreign
currency exchang (1,074 -
4,261 (4,586) (142)
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5. Financial instruments (continued)

Derivative financial instruments for hedging purpos (continued)

Derivatives — cash flow
hedge

Interest rate swa

Cros«-currency swag

Forward foreign exchan

Total

Nine months ended September 30, 2017

Gain (loss)
reclassified from
accumulated OCI Gain (loss)
Gain (loss) to the recognized on
recognized in consolidated derivatives
OCI (effective Classification of statement of (ineffective
portion) gain (loss) profit or loss portion)
Gain (loss) on interest rate
(669) sway - 162
Gain (loss) on foreign
(96€) exchang - 23
Interest incom« loans - -
Interest income — securities
2,62: atFVvOC (2,355) -
Interest expenses —
deposits (4,276 -
Interest expense —
borrowings and de - -
Gain (loss) on foreign
currency exchang (19,649 -
985 (26,280) 185
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5. Financial instruments (continued)

Derivative financial instruments for hedging purposs (continued)

Derivatives — cash flow
hedge

Interest rate swa

Cros«-currency swag

Forward foreign exchan

Total

Three months ended Septembe30, 2016

Gain (loss)
reclassified from

accumulated OCI Gain (loss)
Gain (loss) to the recognized on
recognized in consolidated derivatives
OCI (effective Classification of statement of (ineffective
portion) gain (loss) profit or loss portion)
Gain (loss) on interest rate
784 swag - (26%)
Gain (loss) on foreign
(1,77€) exchang - (86)
Interest incom«~ loans (1,371) -
Interest income — securities
6,517 atFVvOC - -
Interest expenses —
deposits 49¢€ -
Interest expense —
borrowings and de - -
Gain (loss) on foreign
currency exchang (1,375 -
5,525 (2,250) (351)
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5. Financial instruments (continued)

Derivative financial instruments for hedging purpo®s (continued)

Nine months ended Septembe0, 2016

Gain (loss)
reclassified from

accumulated OCI Gain (loss)
Gain (loss) to the recognized on
recognized in consolidated derivatives
OCI (effective Classification of statement of (ineffective
portion) gain (loss) profit or loss portion)
Derivatives — cash flow
hedge
Gain (loss) on interest rate
Interest rate swa (1,679  swag - (1,22¢)
Gain (loss) on foreign
Cros«-currency sway (13) exchang - (60)
Interest incom« loans - -
Interest income — securities
Forward foreign exchan 4,641 atFVOC - -
Interest income loang (3,129 -
Interest expenses —
deposits 847 -
Interest expense —
borrowings and de - -
Gain (loss) on foreign
currency exchang 3,25¢ -
Total 2,954 979 (1,286)

For the agreements qualified as fair value hedgeBank recognized in the consolidated statemeptdfit or loss
the gain (loss) on the derivative financial instants and the gain (loss) of the hedged assethilitjarelated. The

details as follows:

Three months ended Septembe30, 2018

Classification in

consolidated statement Gain (loss) on Gain (loss) on
of profit or loss derivatives hedge item Net gain (loss)
Derivatives — fair value
hedge
Interest income —
Interest rate swa securities at FVO( 5 97 10z
Interest incme— loans (65) 87C 80%
Interest expenses —
borrowings and de (75%) (3,05)) (3,806
Derivative financial
instruments and hedgir (3,739 3,83t 102
Cros«-currency swaf Interest income loans (157) 34k 194
Interest expenses —
borrowings and de (107) (2,65 (2,765
Derivative financial
instruments and hedgir (13,729 10,85( (2,879
Total (18,533) 10,288 (8,245)
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5. Financial instruments (continued)

Derivative financial instruments for hedging purpo®s (continued)

Nine months ended Septembe30, 2018

Classification in

consolidated statement Gain (loss) on Gain (loss) on
of profit or loss derivatives hedge item Net gain (loss)
Derivatives — fair value
hedge
Interest income —
Interest rate swa securities at FVO( (16) 291 27t
Interest income loans (79) 1,03( 951
Interest expenses —
borrowings and de (1,310 (9,150 (10,460
Derivative financial
instruments and hedgir (7,157 7,097 (60)
Cros«-currency swps Interest income loans (639 1,281 642
Interest expenses —
borrowings and de (9) (7,293 (7,202
Derivative financial
instruments and hedgir (14,900 13,16 (1,738
Total (24,110) 6,518 (17,592)

Three months ended Septembe30, 2017

Classification in

consolidated statement of  Gain (loss) on Gain (loss) on
profit or loss derivatives hedge item Net gain (loss)
Derivatives — fair value
hedge
Interest income — securities
Interest rate swa at FvOC (24) 10C 76
Interest incom loans - 2 2
Interest expenses —
borrowings and de 23€ (3,019 (2,777)
Derivative financial
instruments and hedgir (743 622 (121
Cros«-currency swaf Interest incomdoans (592) 903 311
Interest expenses —
borrowings and de 63¢ (2,80%) (2,167)
Derivative financial
instruments and hedgir 2,52¢ (1,694 (83%)
Total 2,044 (5,885) (3,841)
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5. Financial instruments (continued)

Derivative financial instruments for hedging purpo®s (continued)

Nine months ended Septembe30, 2017

Classification in

consolidated statement of  Gain (loss) on Gain (loss) on
profit or loss derivatives hedge item Net gain (loss)
Derivatives — fair value
hedge
Interest income — securities
Interest ratewaps at FvOC (1093 377 274
Interest incom loans (12 160 148
Interest expenses —
borrowings and de 1,21z (13,219 (12,007
Derivative financial
instruments and hedgir (150; 242 93
Cros«-currency waps Interest incomdoans (98€) 1,61¢ 63<
Interest expenses —
borrowings and de 1,381 (7,577) (6,19¢)
Derivative financial
instruments and hedgir 21,74¢ (22,379 (633)
Total 23,088 (40,776) (17,688)

Three months ended Septembe30, 2016

Classification in

consolidated statement of  Gain (loss) on Gain (loss) on
profit or loss derivatives hedge item Net gain (loss)
Derivatives — fair value
hedge
Interest income — securities
Interest rate swa at FvOCI (14%) 407 262
Interest incomdoans (12¢) 29t 167
Interest expenses —
borrowings and de 1,05¢ (7,067 (6,017)
Derivative financial
instruments and hedgir (1,965 2,531 56€
Cross-currency sway Interest incomdoans (12§) 31¢ 191
Interest expenses —
borrowings and de 86 (1,91 (1,825
Derivative financial
instruments and hedgir 1,35¢ (1,243 112
Total 131 (6,669) (6,538)
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5. Financial instruments (continued)

Derivative financial instruments for hedging purpos (continued)

Nine months ended Septembes0, 2016

Classification in

consolidated statement of  Gain (loss) on

Gain (loss) on

Derivatives — fair value
hedge

Interest rate swa

Cros«-currency swag

Total

profit or loss derivatives hedge item Net gain (loss)

Interest income — securities

at FVvOC (507) 1,24: 73€

Interest incomdoans (265) 1,803 153¢

Interest expenses —

borrowings and de 3,94¢ (21193 (17,249

Derivative financial

instruments and hedgir (3,369 4,32¢ 96(

Interest incomdoans (26%) 673 40¢

Interest expenses —

borrowings and de 50 (4,389 (4,339

Derivative financial

instruments and heing (2,359 1,97( (38¢)
(2,769) (15,558) (18,327)

Derivatives financial position and performance

The following tables details the changes of theketavalue of the underlying item in the statemdritrancial position

related to fair value hedges:

September30, 2018

Accumulated

Carrying fair value Line item in the statement of financial

Fair value hedges amount adjustments position
Interest rate ris

Loans 65,79 (199° Loans

Issuance (347,398 7,29¢  Short and lon-term borrowings and de
Foreign exchange rate risk and

interest rate ris|

Securities at FVO( 12,06( (761,  Securitie at FVOC

Loans 11,73t (494) Loans

Issuance (200,724 13,65¢  Short and lon-term borrowings and de
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5. Financial instruments (continued)
Derivative financial instruments for hedging purpos (continued)

Derivatives financial position and performance fomred)

December 31, 2017

Accumulated

Carrying fair value Line item in the statement of financial

Fair value hedges amount adjustments position
Interest rate ris

Loans - - Loans

Issuance 355,00t (4,411  Short ancdong-tern borrowings and de
Foreign exchange rate risk and

interest rate risl

Securities at FOCI 12,36¢ (32)  Securitits at FVOC

Loans 25,021 744  Loans

Issuance (249,328 (2,301  Short ancdong-tern borrowings and de

The following tables details the profile of the tifg of the nominal amount of the hedging instrument

September30, 2018
Foreign exchange

Foreign Interest rate and Interest

Risk type Exchange risk risk rate risk Total

Up to 1 mont| - - - -
31 to 60 day - 77,50( - 77,50(
61 to 90 day - - - -
91 to 180 day 52,10 165,00( - 217,10:
181 to 365 day 94,32 96,50( 73,19: 264,01
1to 2 year 101,88« 463,00( - 564,88:
2 to 5 year 3,964 89,00( 31,14: 12410¢€
More than 5 yea - - 68,76¢ 68,76¢
Total 252,275 891,000 173,103 1,316,378
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5. Financial instruments (continued)

Derivative financial instruments for hedging purpos (continued)

Derivatives financial position and performance fomred)

Analysis of maturity of the derivatives by typeradk covered:

December 31, 2017

Foreign exchange

Foreign Interest rate and Interest

Risk type Exchange risk risk rate risk Total

Up to 1 montl 69,459 - - 69,459
31 to 60 day 26,104 - - 26,10¢

61 to 90 day 1,729 185,00C 16,821 203,55(

91 to 180 day 16,567 137,50C - 154,067
181 to 365 day 68,952 202,50C 8,127 279,57¢
1to 2 year 178,331 21,500 73,193 273,024
2 to 5 year 4,413 416,00C 24,872 445,28E
More than 5 yea - - 76,049 76,049
Total 365,555 962,500 199,062 1,527,117

For control purposes, derivative instruments acenged at their nominal amount (“notional amouit”nemorandum
accounts. Interest rate swaps are made eithesiimgée currency or cross currency for a prescriperdbd to exchange
a series of interest rate flows, which involve @iXer floating interest payments, and vice vershe Bank also engages
in certain foreign exchange trades to serve cusmansaction needs and to manage foreign cuyrgsk. All such
positions are hedged with an offsetting contractlie same currency.

The Bank manages and controls the risks on thes@foexchange trades by establishing countergaegit limits by

customer and by adopting policies that do not aflemopen positions in the credit and investmentfptio. The Bank
also uses foreign currency exchange contracts dgehthe foreign exchange risk associated with thekB equity
investment in a non-U.S. dollar functional currerioseign subsidiary. Derivative and foreign exchamgstruments
negotiated by the Bank are executed mainly ovegtheter (OTC). These contracts are executed betwee

counterparties that negotiate specific agreememsteincluding notional amount, exercise price aradurity.

The maximum length of time over which the Bank hadged its exposure to the variability in futurelclows on
forecasted transactions is 5.4 years.

The Bank recognized the lifetime associated coshefforeign exchange forward agreements into éstencome, as
an adjustment to the yield on hedge items creaimgccumulated reserve in OCI, reclassified toipoofloss at its’

maturity. The Bank estimates that approximatel9Glare expected to be reclassified into profitoss during the
twelve-month year ending September 30, 2019.

The Bank recognized the lifetime associated cosh@fforeign exchange forward agreements into ésteexpense, as
an adjustment to the yield on hedge items creatmgccumulated reserve in OCI, reclassified toipoofloss at its’
maturity. The Bank estimates that approximatel\8$9, are expected to be reclassified into profiloes during the
twelve-month year ending September 30, 2019.
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5.

Financial instruments (continued)
Derivative financial instruments for hedging purpos (continued)

Types of Derivatives and Foreign Exchange Instrumen

Interest rate swaps are contracts in which a sefigsterest rate flows in a single currency aretenged over a
prescribed period. The Bank has designated agpoofi these derivative instruments as fair valuggles and a portion
as cash flow hedges. Cross currency swaps areactsthat generally involve the exchange of baterest and
principal amounts in two different currencies. Bank has designated a portion of these derivatsteuments as fair
value hedges and a portion as cash flow hedgea=ighcexchange forward contracts represent an agneeto purchase
or sell foreign currency at a future date at agngeoh terms. The Bank has designated these degvastruments as
cash flow hedges and net investment hedges.

Offsetting of financial assets and liabilities

In the ordinary course of business, the Bank ent¢osderivative financial instrument transacti@m securities sold
under repurchase agreements under industry stamdgrdements. Depending on the collateral requinesrstated in
the contracts, the Bank and counterparties cariveea® deliver collateral based on the fair valdettee financial
instruments transacted between parties. Collatgpadally consists of cash deposits and securifi® master netting
agreements include clauses that, in the eventfalulleprovide for close-out netting, which allowah positions with
the defaulting counterparty to be terminated artdsattled with a single payment amount.

The International Swaps and Derivatives Associatinaster agreement (“ISDA”) and similar master neitti
arrangements do not meet the criteria for offsgtimthe consolidated statement of financial pogitiThis is because
they create for the parties to the agreement a afjeet-off of recognized amounts that is enfobbeanly following

an event of default, insolvency or bankruptcy @& Bank or the counterparties or following otherdatermined events.

The following tables summarize financial assets katullities that have been offset in the consdidbstatement of
financial position or are subject to master netdggeements:

a) Derivative financial instruments — assets

September30, 2018

Gross amounts Net amount of Gross amounts not offset in
offset in the assets presented  the consolidated statement
consolidated in the of financial position
Gross statement of consolidated Cash
amounts financial statement of Financial collateral Net
Description assets position financial position instruments received Amount
Derivative
financial
instruments used
for hedging —
receivable — at
fair value 3,391 - 3,391 - (2,188 1,20:
Total 3,391 - 3,391 - (2,188 1,203
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5. Financial instruments (continued)
Offsetting of financial assets and liabilities (cotinued)

a) Derivative financial instruments — assets (contif)ue

December 31, 2017

Gross amounts Net amount of

Gross amounts not offset in

offset in the
consolidated

assets presented

the consolidated statement

in the

of financial position

Gross statement of consolidated Cash
amounts financial statement of Financial collateral Net
Description assets position financial position instruments received Amount

Derivative

financial

instruments used

for hedging —

receivable — at

fair value 13,33¢ - 13,33¢ - (22304 (8,966
Total 13,338 - 13,338 - (22,304 (8,966)

The following table presents the reconciliatioras$ets that have been offset or are subject temasting agreements
to individual line items in the consolidated stagsnof financial position:

September30, 2018

Gross amounts

Gross amounts
offset in the
consolidated
statement of

Net amount of assets

presented
in the consolidated
statement of

Description of assets financial position financial position
Derivative financial instruments used for hedging —
receivabli — at fair valut 3,391 3,391
Total 3,391 3,391

December 31, 2017

Gross amounts

Gross amounts
offset in the
consolidated
statement of

Net amount of assets
presented
in the consolidated
statement of

Description of assets financial position financial position
Derivative financial instruments used for hedging —
receivabli — at fair valut 13,33¢ 13,33¢
Total 13,338 13,338
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5. Financial instruments (continued)
Offsetting of financial assets and liabilities (cotinued)

b) Financial liabilities and derivative financial inginents — liabilities

September30, 2018

Net amount Gross amounts not offset
Gross of liabilities in the consolidated
amounts presented statement of financial
offset in the in the position
Gross consolidated consolidated
amounts statement of statement of Cash
of financial financial Financial collateral Net
Description liabilities position position instruments pledged Amount
Derivative financial
instruments used for
hedging — payable — at
fair value 26,39 - 26,39 - (24,421 1,97:
Total 26,394 - 26,394 - (24,421) 1,973
December 31, 2017
Net amount Gross amounts not offset
Gross of liabilities in the consolidated
amounts presented statement of financial
offset in the in the position
Gross consolidated consolidated
amounts statement of statement of Cash
of financial financial Financial collateral Net
Description liabilities position position instruments pledged Amount
Derivative financial
instruments used for
hedging — payable — at
fair value 34,94: - 34,94 - (50,241 (15,298
Total 34,943 - 34,943 - (50,241) (15,298)
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5.

Financial Instruments (continued)

Offsetting of financial assets and liabilities (cotinued)

b) Financial liabilities and derivative financial ingtnents — liabilities (continued)

The following table presents the reconciliationliabilities that have been offset or are subjecimaster netting
agreements to individual line items in the consaikd statement of financial position:

September30, 2018

Gross amounts

Gross amounts
offset in the
consolidated
statement of

Net amount of
liabilities presented
in the consolidated

statement of

Description of liabilities financial position financial position
Derivative financial instruments:
Derivative financial instruments used for hedging —
payable- at fair value 26,39 26,39«
Total derivative financial instrumet 26,394 26,394

December 31, 2017

Gross amounts

Gross amounts
offset in the
consolidated
statement of

Net amount of
liabilities presented
in the consolidated

statement of

Description of liabilities financial position financial position
Derivative financial instruments:
Derivative financial instruments used for hedging —
payable- at fair value 34,94 34,94:
Total derivative financial instrumet 34,943 34,943

43



Banco Latinoamericano de Comercio Exterior, S. A. ad Subsidiaries
Notes to the unaudited condensed consolidatedrmfarancial statements
(Amounts expressed in thousands of U.S. dollars, unless otherwise indicated)

6.

Loans commitments and financial guarantees ctnacts

In the normal course of business, to meet the éimagneeds of its customers, the Bank is partpam$ commitments
and financial guarantees contracts. These instrtariewolve, to varying degrees, elements of cradd market risk
more than the amount recognized in the consolidgtetdment of financial position. Credit risk regepts the possibility
of loss resulting from the failure of a customep#aform in accordance with the terms of a contract

The Bank’s outstanding loans commitments and firguarantees contracts are as follows:

September30, December 31,
2018 2017
Confirmed letters of crec 194,89: 273,44¢
Stand-by letters of credit and guaranteed —
Commercial ris 145,40: 168,97t
Credit commitmen 215,541 45,57¢
Total 555,840 488,003

The remaining maturity profile of the Bank’s outsing loans commitments and financial guaranteasracts is as
follows:

September30, December 31,
Maturities 2018 2017
Upto 1yes 433,23¢ 457,16¢
From 1to 2 yea 46,88¢ 257
From 2 to 5 yea 75,71 30,00(
More than 5 yea - 57¢
Total 555,840 488,003

Loans commitments and financial guarantees costdassified by issuer’s credit quality indicatars as follows:

September30, December 31,
Rating® 2018 2017

1-4 331,60: 151,93
56 224,23t 336,06¢

7 - -

8 - -

9 - -

1C - -
Total 555,840 488,003

@ Current ratings as of September 30, 2018 and Deee&ih 2017, respectively.
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6. Loans commitments and financial guarantees ctnacts (continued)

The breakdown of the Bank’s loans commitments amantial guarantees contracts exposure by courgkyis as

follows:
September30, December 31,
2018 2017
Country:
Argenina 45,65: 7,54¢
Bolivia 20C 20C
Brazil 50,00( -
Canad 42z 42t
Chile - 15,00(
Colombiz 76,63¢ 91,02(
Costa Ric 44,87. 19,84¢
Dominican Republi 16,50( -
Ecuado 176,21 252,80(
El Salvado 4,90( 767
Guatemal 11,70( 11,78t
Hondura 55( 89(
Mexica 30,11« 35,64
Panam 96,15( 31,26(
Paragua - 22
Pert - 17,61¢
Uruguay 1,92i 3,17¢
Total 555,840 488,003

Letters of credit and guarantees

The Bank, on behalf of its client’'s base, advised eonfirms letters of credit to facilitate foreignade transactions.
When confirming letters of credit, the Bank addsoitvn unqualified assurance that the issuing baktlpay and that if
the issuing bank does not honor drafts drawn otetiter of credit, the Bank will. The Bank providaand-by letters of
credit and guarantees, which are issued on behi§titutional clients in connection with finangmetween its clients
and third parties. The Bank applies the same tpadicies used in its lending process, and onsigeid the commitment
is irrevocable and remains valid until its expioati Credit risk arises from the Bank's obligatiomtake payment in the
event of a client’s contractual default to a thpatty. Risks associated with stand-by letters eflitrand guarantees are
included in the evaluation of the Bank’s overa#dit risk.

Credit commitments

Commitments to extend credit are binding legal egrents to lend to clients. Commitments generadlyehfixed
expiration dates or other termination clauses @agire payment of a fee to the Bank. As some camaerits expire
without being drawn down, the total commitment amtswdo not necessarily represent future cash rexpeints.
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6. Loans commitments and financial guarantees ctnacts (continued)

The allowances for expected credit losses relatémbins commitments and financial guarantees ccisteae as follows:

Stage 1% Stage 2@ Stage 3® Total

Allowance for expected credit losses as of
December 31, 2017 1,358 5,487 - 6,845
Transfer to lifetime expected credit los - - - -
Transfer to cred-impairedfinancialinstrument - - - -
Transfer to 1-month expected credit los: 1€ (16) - -
Net effect of changes in reserve for expected
credit los: 6 (3,893 - (3,887
Financial instruments that have been derecognized
during theperioc (1,178 (1,473 - (2,651
Changes due to instruments recognized as of

December 3, 2017: (1,156 (5,382 - (6,538
New instruments originated or purcha 2,917 - - 2,917
Allowance for expected credit losses as of

September30, 2018 3,114 105 3,219

Stage 1V Stage 2? Stage 3® Total

Allowance for expected credit losses as of

December 31, 2016 1,143 4,633 5,776
Transfer to lifetime expected credit los (1) 1 - -
Transfer to creit-impairedfinancialinstrument - - - -
Transfer to 1-month expected credit los: - - - -
Net effect of changes in reserve for expected

credit los: (54) 853 - 79¢
Financial instruments that have been derecognized

during the ye: (971 - - (971
Changes due to instruments recognized as of

December 31, 2(6: (1,026 854 - 172
New instruments originated or purcha 1,241 - - 1,241
Allowance for expected credit losses as of

December 31, 2017 1,358 5,487 6,845

@ 12-month expected credit losses.
@ Lifetime expected credit losses.

®  Credit-impaired financial assets (lifetime expeateetlit losses).

The reserve for expected credit losses on loansréonents and financial guarantees contracts reflda Bank’s
Management estimate of expected credit losses igmis as: confirmed letters of credit, stand-biefstof credit,

guarantees and credit commitments.
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7. Investment Properties

Investment properties are measured at fair valtaugh profit or loss. The gains and losses rewliiom fair value
adjustments are recognized in the consolidatedratatts of profit or loss. A summary as follows:

September30, 2018

Carrying
amount Gross gain Gross loss Fair value

Investment Properties®
Paragua 5,11¢ 1,27( 1,56( 2,28¢
5,119 1,270 1,560 2,289

December 31, 2017
Initial
recognition Gross gain Gross loss Fair value

Investment Properties®
Paragua 5,11¢ - - 5,11¢
5,119 - - 5,119

@ Other real estate owned as dation in payment.
8. Other assets
Following is a summary of other assets:
September30, December 31,
2018 2017
Accounts receivab 4,21¢ 6,79:
IT projects under developme ® 394 1,40¢
Othel @ 3,04¢ 5,51(
7,661 13,708

@ As of September 30, 2018 the Bank derecognizedriaunt of $0.8 million related to a IT projectslendevelopment,
outstanding as of December 31, 2017, in the catfesi@d financial statement of profit or loss as Impant loss in Other

Assets.

@ As of September 30, 2018 the Bank derecognizedrtiaunt of $1.7 million related to a leasing undievelopment,

outstanding as of December 31, 2017, in the cattest@ld financial statement of profit or loss as limpant loss in Other

Assets.
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9. Deposits

The maturity profile of the Bank’s deposits is abdws:

Demant

Up to 1 mont

From 1 month to 3 mont
From 3 montsto 6 month
From 6 montsto 1 yea
From 1 year to 2 yee
From 2 years to 5 yee

The following table presents additional informatiegarding the Bank’s deposits:

Aggregate amounts of time deposits of $100,000are

Aggregate amounts of deposits in the New York Ag

Interest expense paid to deposits in the New Yagknky

Interest expense paid to deposits in the New Yayknky

10. Securities sold under repurchase agreements

September30, December 31,
2018 2017
78,13: 82,06«
1,107,07. 1,147,77.
233,92 492,20!
640,81: 411,15
541,50( 571,50(
85,54 76,42:
90,55¢ 147,722
2,777,535 2,928,844
September30, December 31,
2018 2017
2,777,31 2,928,42!
250,80 266,15!
Three months ended Septembe30th
2018 2017 2016
1,65 96€ 57€
Nine months ended SeptembesOth
2018 2017 2016
4,202 2,524 1,42¢

As of September 30, 2018, the Bank has financiugstrctions under repurchase agreements for $38i@mi

As of December 31, 2017, the Bank does not hawemfimg transactions under repurchase agreements.

During the periods ended September 30, 2018 ané®bpr 30, 2016, interest expense related to fingricansactions
under repurchase agreements totaled $324 and $808and, corresponding to interest expense gedebatehe
financing contracts under repurchase agreemeriisselexpenses are included in the interest expesisert-term and
long-term borrowings and debt line in the consdédastatements of profit or loss. As of Septendfer2017, the Bank
did not incur in any interest expense generatefinaycial liabilities under repurchase agreements.
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11. Borrowings and debt

Short-term borrowings and debt

The breakdown of short-term (original maturity eé$ than one year) borrowings and debt, togethérasntractual

interest rates, is as follows:

September 30,

December 31,

2018 2017
Short-term Borrowings:
At fixed interest rate 240,49 429,06
At floating interest rate 948,94 633,15:
Total borrowing 1,189,43 1,062,22.
Short-term Debt:
At fixed interest rate 2,70( 10,50(
At floating interest rate 45,43( -
Total deb 48,13( 10,50(
Total shor-term borrowings and de 1,237,603 1,072,723
Average outstanding balance during perioc 890,43 710,02:
Maximum balance at any mor-enc 1,237,63 1,072,72.

Range of fixed interest rates on borrowing and deht.S. dollars

Range of floating interest rates on borrowing i Hollar:
Renge of fixed interest rates on borrowing in Mexigaso

Range of floating interest rate on borrowing in Néax pesc

1.95% 10 2.92%

1.60% to 1.95¢

2.32%t0 2.99%

1.77% to 2.08¢

8.40% to 8.80%

7.92%

8.40%t0 8.51%

7.68% to 7.89¢

Weighted average interest rate at end operioc 3.16% 2.16%
Weighied average interest rate during perioc 2.81% 1.66%
The outstanding balances of short-term borrowimgsdebt by currency, are as follows:
September 30, December 31,
2018 2017

Currency
US dollal 1,110,00 1,044,501
Mexicanpest 127,6(3 28,22
Total 1,237,603 1,072,723
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11. Borrowings and debt (continued)
Long-term borrowings and debt

Borrowings consist of long-term and syndicated ahtained from international banks. Debt instroteeonsist of
public and private issuances under the Bank's Hiaaium Term Notes Program (“EMTN”) as well as puobfisuances
in the Mexican market. The breakdown of borrowiags long-term debt (original maturity of more thame year),
together with contractual interest rates, and peepammission of $4,022 and $4,211 as of Septer@be2018 and
December 31, 2017, respectively, are as follows:

September 30, December 31,
2018 2017

Long-term Borrowings:
At fixed interest rates with due daffrom Octobr 2018 to February 20 66,94 44,01
At floating interest rates with due dafrom August 2019 tAugus 2022 746,20t 379,00(
Total borrowing 813,14¢ 423,01:
Long-term Debt:
At fixed interest rates with due dafrom Jun¢ 2019 toMarch 202 499,67¢ 532,30!
At floating interest rates with due dafrom April 2019 to June 20: 115,147 187,73
Total lon¢-term dek 614,82t 720,04«
Total lon¢-term borrowings and de 1,427,94 1,143,05!
Less: Prepaid commissi (4,029 (4,211
Total lon¢-term borrowings and dt, ne 1,423,952 1,138,844
Net everage outstanding balance during perioc 1,16792¢ 1,477,78
Maximum outstanding balance at any mc— enc 1,427,94 2,010,07:

Range of fixed irerest rates on borrowing and debt in U.S. dc
Range of floating interest rates on borrov and dek in U.S. dollar

Range of fixed interest rates on borrowing in Mari@esc

Range of floating interest rates on borrowing aeltdn Mexican pes:

2.25%t0 3.20%

1.35%t0 3.25%

2.85%to0 3.25%

2.61% to 3.0%

5.25%10 9.09%

4.89% to 9.0%

9.21%t0 9.36%

7.99% to 8.0%

Range of fixed interest rate on debt in Japanesg 0.46% 0.46%t0 0.81%
Range of fixed interest rate on dek Euros 3.75% 3.75%
Range of fixed interest rate on debt in Austratiafiar 3.38%t0 3.77% 3.33%
Weighted average interest rate at the end operioc 4.26% 3.60%
Weighted average interest rate duringperioc 4.C1% 3.43%
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11. Borrowings and debt (continued)

Long-term borrowings and debt (continued)

The balances of long-term borrowings and debt iyeciey, excluding prepaid commission, are as fatlow

September 30,

December 31,

2018 2017

Currency

US dollas 1,121,01 753,98:
Mexican pes 154,29« 206,75(
Japanese yi 70,28( 98,71:
Eurc 60,71! 60,17¢
Australian dolla 21,677 23,43¢
Total 1,427,974 1,143,055

The Bank's funding activities include: (i) EMTN, igh may be used to issue notes for up to $2.3hillwith maturities
from 7 days up to a maximum of 30 years, at fixedaating interest rates, or at discount, and amiaus currencies.
The notes are generally issued in bearer or regstrm through one or more authorized finanaistitutions; (i)
Short-and Long-Term Notes “Certificados Bursatil®sbgram (the “Mexico Program”) in the Mexican Ibozarket,
registered with the Mexican National Registry ofc@@ies maintained by the National Banking and usiées
Commission in Mexico (“CNBV”, for its acronym in 8pish), for an authorized aggregate principal arhofirl0
billion Mexican pesos with maturities from one day30 years.

Some borrowing agreements include various everdsfaiult and covenants related to minimum capdabaacy ratios,
incurrence of additional liens, and asset salesiedlsas other customary covenants, representatindsvarranties. As
of SeptembeB0, 2018, the Bank was in compliance with all cams.

The future payments of long-term borrowings andt @eftstanding as deptembeB0, 2018, are as follows:

Payments Outstanding

201¢ 3,33¢

201¢ 259,76:

202( 487,99

2021 478,85

202z 74,90(

202: 62,50(

202¢ 60,713

1,427,974
12. Other liabilities
Following is a summary of other liabilities:
September 30, December 31,
2018 2017
Accruals and other accumulated expe 1,66C 8,01¢
Accounts payab 5,81¢ 9,301
Other: 8,202 3,22¢
15,678 20,551
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13. Earnings per share

The following table presents a reconciliation of thcome and share data used in the basic anedlikérnings per
share (“EPS”") computations for the dates indicated:

Three months ended September 30th

2018 2017 2016

(Thousands of U.S dollars)

(Loss) grofit for the perioc (40,719 20,46: 27,99:

(U.S dollars)

Basic(loss)earnings per she (1.C3) 0.52 0.72

Diluted (loss)earnings per she (1.C3) 0.52 0.71

(Share units)

Weighted average common shares outstanding -

applicable to bas 39,54( 39,36: 39,10:

Effect of diluted securitie

Stock options and restricted stock

units plat - 51 12%

Adjusted weighted average common shares

outstanding applicable to diluted E 39,540 39,413 39,225

Nine months ended September 30th

2018 2017 2016

(Thousands of U.S dollars)

(Loss) yrofit for the perioc (9,595) 61,40( 73,70:

(U.S dollars)

Basic(loss)earnings per she (0.24 1.5€ 1.89

Diluted (loss)earnings per <are (0.24 1.5€ 1.88

(Share units)

Weighted average common shares outstanding -

applicable to bas 39,54« 39,28¢ 39,058

Effect of diluted securitie

Stock options and restricted stock

units plat - 30 11¢

Adjusted weighted average common shares

outstanding applicable to diluted E 39,544 39,319 39,178
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14. Capital and additional paid-in capital in excess
Common stock

The Bank’s common stock is divided into four catéem

1) *“Class A”; shares may only be issued to Latin Arcemni Central Banks or banks in which the state loerot

government agency is the majority shareholder.
2) “Class B”; shares may only be issued to banksr@ritial institutions.

3) “Class E”; shares may be issued to any person whethatural person or a legal entity.

4) *“Class F”; may only be issued to state entities agencies of non-Latin American countries, inclgdin
among others, central banks and majority state-dvinaaks in those countries, and multilateral finainc

institutions either international or regional ihstions.

The holders of “Class B” shares have the rightaovert or exchange their “Class B” shares, at ang,tand without
restriction, for “Class E” shares, at a rate of-tm@ne.

The following table provides detailed informatiom the Bank’s common stock activity per class farteaf the periods

in the three-years ended Septent@r2018, 2017and 2016:

(Share units “Class A” “Class B” “Class E” Total
Authorizec 40,000,000 40,000,000 100,000,000 100,000,000 280,000,000
Outstanding at January 1, 2016 6,342,18 2,474,46' 30,152,24 38,968,90
Conversion - - - -
Restricted stock issue director: - - 57,00( 57,00(
Exercised stock optns- compensation pla - - 68,40¢ 68,40¢
Restricted stock unit vestel - - 65,35€ 65,35€
Outstanding at September 30, 2016 6,342,189 2,474,469 30,343,014 39,159,672
Outstanding at January 1, 2017 6,342,18' 2,47446¢ 30,343,39 39,160,04
Conversion (64,663 64,66 -
Repurchase common stc - (1,000 - (1,000
Restricted stock issue director: - - 57,00( 57,00(
Exercised stock optior- compensation pla - - 77,99¢ 77,99¢
Restricted stock unit veste( - - 70,51¢ 70,51¢
Outstanding at September 30, 2017 6,342,189 2,408,806 30,613,567 39,364,562
Outstanding at January 1, 2018 6,342,18' 2,408,80 30,677,84 39,428,83
Conversion - (64,386 64,38t -
Repurchase common stc - (99,193 (64) (99,257
Restricted stock issue director: - - 57,00( 57,00(
Exercised stock optior- compensation pla - - 102,91¢ 102,91¢
Restricted stock unit veste( - - 49,05¢ 49,05¢
Outstanding at September 30, 2018 6,342,189 2,245,227 30,951,135 39,538,551

Additional paid-in capital in excess

As of Septembe30, 2018, and December 31, 2017, the additional-jmaicapital consists of additional cash
contributions to the common capital paid by shalddrs.
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15. Treasury stock

The following table presents information regardstares repurchased but not retired by the Bankaandrdingly

classified as treasury stock:

Outstanding at

January 1, 2016
Repurchase of common
stock

Restricted stock issued
— director:

Exercised stock options
- compensation plal
Restricted stock units —
vestel

Outstanding at
September 30, 2016

Outstanding at

January 1, 2017
Repurchase of common
stock

Restricted stock issued
— director:

Exercised stock options
- compensation plal
Restricted stock units —
vestel

Outstanding at
September 30, 2017

Outstanding at

January 1, 2018
Repurchase of common
stock

Restricted stock issued -
director:

Exercised stock options
- compensation plal
Restricted stock units -
vestel

Outstanding at
September 30, 2018

“Class A” “Class B” “Class E” Total
Shares Amount Shares Amount Shares Amount Shares Amount
318,14( 10,70¢ 589,17: 16,24. 2,103,62 46,447  3,010,93 73,39
- - - - (57,000 (1,259 (57,000 (1,259
- - - - (68,409 (1,510 (68,409 (1,510
- - - - (65,359 (1,449 (65,359 (1,449
318,140 10,708 589,174 16,242 1,912,853 42,235 2,820,167 69,185
318,14( 10,70¢ 589,17: 16,24 1,912,47 42,22¢  2,819,79 69,17¢
- - 1,00¢ 28 - - 1,00( 28
- - - - (57,000 (1,259 (57,000 (1,259
- - - - (77,995 (1,72) (77,995 (1,72))
- - - - (70,519 (1,557 (70,519 (1,557
318,140 10,708 590,174 16,270 1,709,963 37,689 2,615,277 64,667
318,14( 10,70¢ 590,17- 16,27C  1,642,69 36,27(  2,551,00. 63,24¢
- - 99,19: 2,441 64 1 99,25 2,44
- - - - (57,000 (1,259 (57,000 (1,259
- - - - (102,918 (2,272 (102,918 (2,272
- - - - (49,055 (1,083 (49,055 (1,083
318,140 10,708 689,367 18,711 1,433,781 31,657 2,441,288 61,076
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16. Accumulated other comprehensive income (loss)

The breakdown of accumulated other comprehensoanie (loss) related to financial instruments at EYQ@erivative
financial instruments, and foreign currency tratisfais as follows:

Foreign
Financial Derivative currency
instruments financial translation
at FVOCI instruments adjustment Total
Balance as of January 1, 2(6 (8,93) (1,750 - (10,687
Change in fair value for revaluation by debt
instrumento FVOC|, net of hedgin 6,93< 2,13i - 9,07(
Reclassification adjustment for (gains) loss ineld
in the loss orprofit @ 1,315 (4,090 - (2,773
Other comprehensive income (loss) from perioc 8,25( (1,953 - 6,29
Balance as ofSeptember30, 2016 (681) (3,703) - (4,384)
Balance as of January 1, 2(7 (853 (1,948 - (2,801
Change in fair value for revaluation by debt
instrumento FVOC|, net of hedgin 33C (207 - 12¢
Reclassification adjustment f@gains) loss include
in theloss orprofit @ 172 76( - 93t
Other comprehensive income (loss) fromperioc 50t 55% - 1,05¢
Balance as ofSeptember30, 2017 (348) (1,395) - (1,743)
Balance as of January 1, 2(8 (385 85¢ 1,49( 1,96:
Change in fair value for revaluation by debt
instrumen to FVOC|, net of hedgin (688 (1,533 - (2,221
Change in fair value for revaluation by equity
instrumen to FVOC|, net of hedgint (2,816 1,167 - (1,653
Reclassificatia adjustment for (gains) loss incluc
in theloss orprofit @ (37) 4,73( - 4,69:
Exchange difference in conversion of foreign
operatingcurrency - - (1,208 (1,208
Other comprehensive income (loss) from perioc (3,54) 4,36( (1,208 (389)
Balance as ofSeptember30, 2018 (3,926) 5,21¢ 282 1,572

@ Reclassification adjustments include amountsgeized in profit of the year that had been padtber comprehensive income (loss) in
this and previous periods.
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16. Accumulated other comprehensive income (loss) (cantied)

The following table presents amounts reclassifiedhfother comprehensive income to the profit ofpiegod:

Three months ended September 30, 2018

Amount reclassified
from accumulated other
comprehensive income

Details about accumulated other
comprehensive income components

Affected line item in the consolidated statement of
profit or loss where net income is presented

Realized gains (losses) on securities at
FVOCI: -

Gains (losses) on derivative financial
instruments

Foreign exchange forwe (786,

74z

(1,957%)

Interest rate swa 3
Cros«-currency interest rate sw -

(1,998)

Interest incom« securitie at FVOC
Net gain on sale csecuritie at FVOC
Derivative financial instruments and hedc

Interest income loans

Interest expens— borrowings and deposi

Net gain (loss) on foreign currency excha

Net gain (loss) on interest rate sw

Net gain (loss) on cro-currency interest rate sw

Nine months ended September 30, 2018

Amount reclassified
from accumulated other
comprehensive income

Details about accumulated other
comprehensive income components

Affected line item in the consolidated statement of
profit or loss where net income is presented

Realized gains (losses) on securities at

FVOCI: -
38
38
Gains (losses) on derivative financial
instruments
Foreign exchange forwe (1,950
(1,485
(1,290
Interest rate swa (5)
Cross-currercy interest rate swi -
(4,730)
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16. Accumulated other comprehensive income (loss) (cantied)

Three months ended September 30, 2017

Amount reclassified
from accumulated other
comprehensive income

Details about accumulated other
comprehensive income components

Affected line item in the consolidated statement of
profit or loss where net income is presented

Realized gains (losses) on securities at

FVOCI: -
(©)
3
Gains (losses) on derivative financial
instruments
Foreign exchange forwe (2,068
7€
(332
Interest rate swa (122
Cross-currency interest rate sw -
(2,446)

Interest income« securitie at FVOC
Net gain on sale csecuritie at FVOC
Derivative financial instruments and hedc

Interest incom¢ loans

Interest expens— borrowings and depos

Net gain (loss) on foreign currency excha

Net gain (loss) on interest rate sw

Net gain (loss) on cro-currency interest rate sw

Nine months ended September 30, 2017

Amount reclassified
from accumulated

Details about accumulated other other comprehensive

Affected line item in the consolidated statement of

comprehensive income components income profit or loss where net income is presented
Realized gains (losses) on securities at
FVOCI: - Interest incom« securitie at FVOC
(144°  Net gain on sale csecuritie at FVOC
(31) Derivative financial instruments and hedc
(175)
Gains (losses) on derivative financial
instruments
Foreign exchange forwe (6,09%) Interest income loans
(1,179 Interest expens— borrowings and depos
6,414 Net gain (loss) on foreign currency excha
Interest rate swa 92 Net gain (loss) on interest reswap:
Cros«-currency interest rate sw 5 Net gain (loss) on cro-currency interest rate sw
(760)
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16. Accumulated other comprehensive income (loss) (cantied)

Three months ended September 30, 2016
Amount reclassified
Details about accumulated other from accumulated other ~ Affected line item in the consolidated statement of
comprehensive income components comprehensive income profit or loss where net income is presented
Realized gains (losses) on financial
instruments at FVOC

- Interest ncome- financial instruments at FVO'
16€ Net gain on sale of financial instruments at FV!
18t Derivative financial instruments and hedc

353
Gains (losses) on derivative financial
instruments
Foreign exchange forwe (1,419 Interest incom¢« loans at amortized cc
47C  Interest expens— borrowing: and deposi
2,52¢  Net gain (loss) on foreign currency excha
Interest rate swa 264  Net gain (loss) on interest rate sw
Cros«-currency interest rate sw 421  Net gain (loss) on cro-currency interest rate sw
2,269
Nine months ended September 30, 2016
Amount reclassified
Details about accumulated other from accumulated other  Affected line item in the consolidated statement of
comprehensive income components comprehensive income profit or loss where net income is presented

Realized gains (losses) on financial
instruments at FVOC - Interest income financial instruments at FVO!
(800;  Net gain on sale of financial instruments at FV'

(517)  Derivative financial instruments and hedc

(1,317)
Gains (losses) on derivative financial
instruments
Foreign exchange forwe (3,168 Interest incom« loans at amortized cc
87¢& Interest expens- borrowing: and depsits
5,022  Net gain (loss) on foreign currency excha
Interest rate swa 87C  Net gain (loss) on interest rate sw
Cros«-currency interest rate sw 48t  Net gain (loss) on cro-currency interest rate sw

4,090
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17. Business segment information

The Bank’s activities are managed and executesiiniiusiness segments: Commercial and Treasurybiibimess
segment results are determined based on the Baradisgerial accounting process as defined by IFR®®erating
Segments, which assigns assets, liabilities, revama expense items to each business segmentysteaatic basis.
The Chief Operating Decision Maker (CODM), reprasdrby the Chief Executive Officer (CEO) and thes€ixtive

Committee reviews internal management reports faoh division at least quarterly. Segment praodiipaluded in the
internal management reports is used to measurerpghce as management believes that this informéithe most
relevant in evaluating the results of the respectegments relative to other entities that opendttein the same
industry.

The Bank’s net interest income represents the mauer of profits; therefore, the Bank presentsititerest-earning

assets by business segment, to give an indicatithresize of business generating net interestm@dnterest-earning
assets also generate gains and losses on salegsstar financial instruments at fair value thrbu@ClI and financial

instruments at fair value through profit or lossiieh are included in net other income, in the Tuea$Segment. The
Bank also discloses its other assets and contiigghy business segment, to give an indicatioh®fstze of business
that generates net fees and commissions, alsaliedtlin net other income, in the Commercial Busirgesgment.

The Commercial Business Segment incorporates alleBank’s financial intermediation and fees gatedt by the
commercial portfolio. The commercial portfolio indes book value of loans at amortized cost, acnepta loan
commitments and financial guarantee contracts.fit®rioom the Commercial Business Segment includeinterest
income from loans at amortized cost, fee incomi ga sale of loans at amortized cost, impairmess from expected
credit losses on loans at amortized cost, impaitioss from expected credit losses on loan commmtsend financial
guarantee contracts, and allocated expenses.

The Treasury Business Segment incorporates depodiisnks and all the Bank’s financial instrumeatdair value
through profit or loss, financial instruments at falue through OCI and securities at amortizest.cBrofits from the
Treasury Business Segment include net interestecfitom deposits with banks, financial instrumeattgair value
through OCI and securities at amortized cost, a@gikie financial instruments foreign currency exajggains (losses),
gain (loss) for financial instrument at fair valiitough profit or loss, gain (loss) for financiaktrument at fair value
through OCI, impairment loss for expected credisks on investment securities, other income anda#d expenses.
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17. Business segment information (continued)

The following table provides certain informatimygarding the Bank’s operations by segment:

Periods ended September 30th

20189 20179 2016Y
Commercial
Interest incom 173,06: 160,594 177,05
Less
Interest expense 91,631 68,947 71,64
Net interest incon 81,431 91,647 105,38
Net other incom? 10,68: 12,410 11,632
Total income 92,114 104,057 117,012
Less
Impairment loss from expected credit losses ond@and impairment
loss from expected credit losses on loan commitenantl financial
guarantee contrac 58,88 9,03t 17,12°
Impairment loss in other ass 2,118 - -
Expenses, less impairment loss from expected deste: 28,119 26,21" 25,41;
Profit for the period 2,994 68,805 74,474
Commercial assets and loan commitments and finbge@antee
contracts (end cperioc balances
Interes-earning asse a9 °5) 5,717,16 5,337,35: 6,384,687
Other assets and loan commitments and financiabgtee contracl® 580,07: 362,91¢ 367,003
Total interest-earning assets, other assets andclmamitments and
financial guarantee contra 6,297,233 5,700,272 6,751,690
Treasury
Interest incom 11,31 9,686 7,423
Less
Interest expent 10,97( 9,65¢ 4,721
Net interest incornr 344 27 12,144
Net other incom® (513) (278) (4,379
Total income (169) (251) 7,765
Less
(Recovery) impairment loss for expected creditésssn investment
securitie 47 390 (276
Expenses, less impairment loss for expected clastie 8,41¢ 7,544 8,261
Profit (loss) for the period (8,538) (7,405) (773)
Treasury ssets (end cperiodbalances
Interes-earning assef® a4 %) 886,10! 887,14¢ 900,127
Total interes-earning asse 886,105 887,149 900,127
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17. Business segment information (continued

Periods ended September 30th

Combined business segment total 20189 2017 2016Y
Interest incom 184,37t 170,280 184,448
Less
Interest expent 102,60: 78,60¢ 66,92+
Net interest incorn 81,77* 91,674 117,524
Net other incom(? 10,17( 12,132 7,253
Total income 91,945 103,806 124,777
Less
Impairment loss from expected credit losses ond@and impairment
loss from expected credit losses on loan commitsand financial
guarantee contrac 58,88 9,03t 17,12°
(Recoveries) impairment loss from expected credisés on
investment securitis 47 (390) 27¢€
Impairment loss in other ass 2,11¢ - -
Expenses, lesimpairment loss from expected credit lo¢ 36,53t 33,76 33,67
(Loss) profit for reportable segments (5,544) 61,400 73,701
Unallocated disposal of intangible and other as® (4,051 - -
(Loss) profit for the period (9,595) 61,400 73,701
September 30, December 31,
2018 2017

Total assets and loan commitments and financialagitee contracts

(end of perio balences)

Interes-earning assef® a5 6,603,26! 6,258,58:

Other assets arloan commitments and financial guarantee cont ® 580,07: 493,79«

Total interest-earning assets, other assets andclmamitments and financial

guarantee contrac 7,183,338 6,752,378

(€}
@)

(©))
“4)
(5)

6)

The numbers set out in these tables have beenedwuamt accordingly may not total exactly.

Net other income consists of other income includjams on sale of loans, gains (loss) per finanogtument at FVTPL and FVOCI,

derivative instruments and foreign currency excleang
Includes deposits and loans, net of unearned sttarel deferred fees.

Includes customers’ liabilities under acceptantes)s commitments and financial guarantees costract
Includes cash and cash equivalents, interest-tgedgposits with banks, financial instruments atvaiue through OCI, financial

instruments at amortized cost and financial insemts at fair value through profit or loss.
Included loss for disposal of intangible assets#i705 and impairment in other assets for $1,346.
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17. Business segment information (continued)

September 30,

December 31,

2018 2017

Reconciliation of total asse

Interes-earning asser business segme 6,603,26! 6,258,514
Equity investmer 5,527 8,40:
Allowance for expected credit losses on lo (139,318 (81,294
Allowance for expected credit losson securitie:at amortized co (147 (196
Investment properties, r 2,28¢ 5,11¢
Customers’ liabilities under acceptar 24,23 6,369
Intangibles, ne 1,79¢ 5,42¢
Accrued interest receivat 45,36" 30,87:
Property and equipment, | 6,692 7,42(
Derivative financial instruments used for hedg- receivabli 3,391 13,33¢
Other asse 7,661 13,70¢
Total assets — condensed consolidated interim finaial statement 6,560,758 6,267,747

18. Fair value of financial instruments

The Bank determines the fair value of its finanagistruments using the fair value hierarchy essheld in IFRS 13 -
Fair Value Measurements and Disclosure, which reguihe Bank to maximize the use of observabletinfthose
that reflect the assumptions that market partidgpavould use in pricing the asset or liability deyed based on
market information obtained from sources indepehdgthe reporting entity) and to minimize the w$einobservable
inputs (those that reflect the reporting entitywgnoassumptions about the assumptions market paatits would use
in pricing the asset or liability developed basadh® best information available in the circumsem)avhen measuring
fair value. Fair value is used on a recurring bésimeasure assets and liabilities in which falueas the primary
basis of accounting. Additionally, fair value isedson a non-recurring basis to evaluate assetdiaitities for
impairment or for disclosure purposes. Fair vasugefined as the price that would be receivecdetioam asset or paid
to transfer a liability in an orderly transactiogtiwveen market participants at the measurement @aspending on the
nature of the asset or liability, the Bank useseaaaluation techniques and assumptions when estignatir value.
The Bank applied the following fair value hierarchy

Level 1 — Assets or liabilities for which an ideati instrument is traded in an active market, sagipublicly-
traded instruments or futures contracts.

Level 2 — Assets or liabilities valued based onepbable market data for similar instruments, qugigdes in
markets that are not active; or other observalpatmthat can be corroborated by observable maidzt for
substantially the full term of the asset or liahili

Level 3 — Assets or liabilities for which signifitavaluation assumptions are not readily observialtlee market;
instruments measured based on the best availdblenation, which might include some internally-dyeed
data, and considers risk premiums that a markéicnt would require.

When determining the fair value measurements feetasand liabilities that are required or permittefle recorded at
fair value, the Bank considers the principal or trambvantageous market in which it would transact eansiders the
assumptions that market participants would use vghieimg the asset or liability. When possible, Benk uses active
and observable markets to price identical assdisltlities. When identical assets and liabilitee® not traded in active
markets, the Bank uses observable market informdtio similar assets and liabilities. However, aertassets and
liabilities are not actively traded in observablarkets and the Bank must use alternative valuagchniques to
determine the fair value measurement. The frequehtiansactions, the size of the bid-ask spreatithe size of the
investment are factors considered in determiniregditiuidity of markets and the relevance of obsémeces in those
markets.
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18. Fair value of financial instruments (continued)
When there has been a significant decrease indluene or level of activity for a financial assetliability, the Bank
uses the present value technique which considersemaformation to determine a representative Vailue in usual
market conditions.

A description of the valuation methodologies usadaissets and liabilities measured at fair valua oacurring basis,
including the general classification of such asaet$liabilities under the fair value hierarchyresented below:

Financial instruments at FVTPL and FVOCI

Financial instruments at FVTPL are carried atValue, which is based upon quoted prices whenaail or if quoted
market prices are not available, on discounted &gplecash flows using market rates commensurate thvt credit
quality and maturity of the security.

Financial instruments at FVOCI are carried at failue, based on quoted market prices when avajlablég quoted
market prices are not available, based on discduetpected cash flows using market rates commeteswith the
credit quality and maturity of the security.

When quoted prices are available in an active mafkeancial instruments at FVOCI and financial tmsnents at

FVTPL are classified in level 1 of the fair valuedarchy. If quoted market prices are not avadallthey are available
in markets that are not active, then fair valuesestimated based upon quoted prices of simil&miments, or where
these are not available, by using internal valuetiehniques, principally discounted cash flows eledSuch securities
are classified within level 2 of the fair value faiechy.

Derivative financial instruments

The valuation techniques and inputs depend onyihe of derivative and the nature of the underlyimstrument.
Exchange-traded derivatives that are valued usimgeql prices are classified within level 1 of the falue hierarchy.

For those derivative contracts without quoted miapkzes, fair value is based on internal valuatechniques using
inputs that are readily observable and that cawdiidated by information available in the markethe principal

technique used to value these instruments is theodnted cash flows model and the key inputs censitlin this

technique include interest rate yield curves amdifm exchange rates. These derivatives are fitabsvithin level 2

of the fair value hierarchy.

The fair value adjustments applied by the Bankdalerivative carrying values include credit valomatadjustments
(“CVA”), which are applied to OTC derivative instnents, in which the base valuation generally dist®expected
cash flows using the Overnight Index Swap (“OlSiferest rate curves. Because not all counterpdréies the same
credit risk as that implied by the relevant OISveyra CVA is necessary to incorporate the markewwvof both,
counterparty credit risk and the Bank’s own cregdi, in the valuation.

Own-credit and counterparty CVA is determined usinfair value curve consistent with the Bank’s oumterparty
credit rating. The CVA is designed to incorporatmarket view of the credit risk inherent in theidative portfolio.
However, most of the Bank’s derivative instrumearts negotiated bilateral contracts and are not comiyrtransferred
to third parties. Derivative instruments are nofynséttled contractually, or if terminated earlgge éerminated at a value
negotiated bilaterally between the counterparfiémrefore, the CVA (both counterparty and own-djedtiay not be
realized upon a settlement or termination in themabd course of business. In addition, all or aiporbf the CVA may
be reversed or otherwise adjusted in future perindge event of changes in the credit risk of Benk or its
counterparties or due to the anticipated termimadithe transactions.

Transfer of financial assets

Gains or losses on sale of loans depend in pattt@arrying amount of the financial assets invdlirethe transfer,
and its fair value at the date of transfer. Thevalue of instruments is determined based upasteghimarket prices
when available, or are based on the present vélueuve expected cash flows using informationtesdieto credit losses,
prepayment speeds, forward yield curves, and digedurates commensurate with the risk involved.
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18. Fair value of financial instruments (continued)

Financial instruments measured at fair value oecanring basis by caption on the consolidated istate of financial
positions using the fair value hierarchy are désctibelow:

September 30, 2018

Level 1® Level 20 Level 39 Total
Assets
Securities at fair value through O
Equity investment 5,52 - - 5,527
Sovereign del 15,44« - - 15,44«
Total securities at fair value through C 20,97: - - 20,97:
Derivative financial instruments used for hedging —
receivable
Interest rate swis - 1,93( - 1,93(
Cros«-currency interest rate swe - 51¢ - 51¢
Foreign exchange forwa - 943 - 943
Total derivative financial instrument used for
hedging- receivabli - 3,391 - 3,391
Total financial assets at fair value 20,971 3,391 - 24,362
Liabilities
Derivative financial instruments used for hedging —
payabl¢
Interest rate swa - 8,04¢ - 8,04¢
Cros«-currency interest rate swe - 14,33: - 14,33:
Foreign exchange forwa - 4,012 - 4,017
Total derivative financial instruments used for
hedging- payablt - 26,39¢ - 26,39«
Total financial liabilities at fair value - 26,394 - 26,394

@Level 1: Quoted market prices in an active market.
® Level 2: Quoted market prices in an inactive madtenternally developed models with significansebvable market.
© Level 3: Internally developed models with signifitainobservable market information.
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18. Fair value of financial instruments (continued)

December 31, 2017

Level 1® Level 20 Level 39 Total
Assets
Securities at fair value through O
Equity investment 8,40: - - 8,40:
Sovereign del ® 16,73: - - 16,73
Total securities at fair value through C 25,13t - - 25,13t
Derivative financial instruments used for hedging —
receivable
Interest rate swaps - 12¢ - 12¢
Cros«-currency interest rate swe - 4,55( - 4,55(
Foreign exchange forwa - 8,65¢ - 8,65¢
Total derivative financial instrument used for
hedging- receivabli - 13,33¢ - 13,33¢
Total financial assets at fair value 25,135 13,338 - 38,473
Liabilities
Derivative financial instruments used for hedging —
payable
Interest rate swa - 4,78¢ - 4,78¢
Cros«-currency interest rate swe - 30,15¢ - 30,15«
Total derivative financial instruments used for
hedging- payablt - 34,94 - 34,94
Total financial liabilities at fair value - 34,943 - 34,943

@Level 1: Quoted market prices in an active market.
® Level 2: Quoted market prices in an inactive madtenhternally developed models with significansebvable market.
© Level 3: Internally developed models with significanobservable market information.

a At December 31, 2017, securities at fair valueugtoOCI for $2,955 were reclassified from leveb2evel 1 of the
fair value hierarchy given that Bloomberg's valoatiBVAL" for these values increased from 7 (in 8D1o 10 (in
2017).

The following information should not be interpretesian estimate of the fair value of the Bank. ¥alwe calculations
are only provided for a limited portion of the B&mknancial assets and liabilities. Due to a widage of valuation
techniques and the degree of subjectivity usedaking the estimates, comparison of fair value imfation of the
Bank and other companies may not be meaningfuddarparative analysis.
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18. Fair value of financial instruments (continued)

The following methods and assumptions were usetiéBank’s management in estimating the fair vabfdsancial
instruments whose fair value is not measured @tarring basis:

Financial instruments with carrying value that apgmates fair value

The carrying value of certain financial assets|uding cash and due from banks, interest-bearimpsiés in banks,
customers’ liabilities under acceptances, accroggteést receivable and certain financial liabiditiecluding customer’s
demand and time deposits, securities sold undarrcbpse agreements, accrued interest payable, coegtances
outstanding, as a result of their short-term natare considered to approximate fair value. Thestriuments are
classified in Level 2.

Securities at amortized cost

The fair value has been based upon current madatations, where available. If quoted market e not available,
fair value has been estimated based upon quotedspaof similar instruments, or where these areawailable, on
discounted expected cash flows using market ratesrensurate with the credit quality and maturityhef security.
These securities are classified in Levels 1and 2.

Loans

The fair value of the loan portfolio, including imiped loans, is estimated by discounting futurendasvs using the
current rates at which loans would be made to lmers with similar credit ratings and for the saneenaining
maturities, considering the contractual terms factfas of December 31 of the relevant year. Thesets are classified
in Level 2.

Short and long-term borrowings and debt

The fair value of short and long-term borrowingd debt is estimated using discounted cash flowyaisabased on the
current incremental borrowing rates for similaragmf borrowing arrangements, considering the obsimgthe Bank’s
credit margin. These liabilities are classified_gwvel 2.
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18. Fair value of financial instruments (continued)

The following table provides information on the ryamg value and estimated fair value of the Banksancial
instruments that are not measured on a recurrigig:ba

September 30, 2018

Carrying Fair
value value Level 1® Level 2°) Level 39
Financial assets
Instruments with carrying value that
approximates fair valt
Cash and deposits bank: 792,95: 792,95: - 792,95: -
Acceptance 24,23: 24,23: - 24,23: -
Interest receivab 45,36" 45,36 - 45,36" -
Securities at amortized cc® 77,56 76,71 63,91t - 12,79:
Loans, ne® 5,577,84. 5,850,11 - 5,850,11 -
Financial liabilities
Instruments with carrying value that
approximates fair valu
Deposit: 2,777,53 2,777,53 - 2,777,53 -
Acceptance 24,23. 24,23 - 24,23: -
Interest payab 23,42 23,42’ - 23,42 -
Shor-term borrowings and de 1,237,60:. 1,239,86. - 1,239,86. -
Long-term borrowings and debt, | 1,423,95. 1,449,88 - 1,449,88 -
December 31, 2017
Carrying Fair
value value Level 1® Level 20 Level 3©
Financial assets
Instruments with carrying value that
approximates fair valt:
Cash and deposits on ba 672,04¢ 672,04¢ - 672,04¢ -
Acceptance 6,36¢ 6,36¢ - 6,36¢ -
Interest receivab 30,87: 30,87 - 30,87: -
Securities at amozed cos® 68,93« 69,00¢ 50,58: 8,447 9,97¢
Loans, ne® 5,419,37! 5,520,60. - 5,520,60. -
Financial liabilities
Instruments with carrying value that
approximates fair valu
Deposit: 2,928,84 2,928,84 - 2,928,84 -
Acceptance 6,36¢ 6,36¢ - 6,36¢ -
Interest payab 15,81¢ 15,81¢ - 15,81¢ -
Shor-term borrowings and de 1,072,72. 1,072,48 - 1,072,48 -
Long-term borrowings and debt, | 1,138,84. 1,158,53. - 1,158,53. -

(a) Level 1: Quoted market prices in an active reairk
(b) Level 2: Quoted market prices in an inacti@rket or internally developed models with signifitcabservable market.
(c) Level 3: Internally developed models with sfgant unobservable market information.

@ The carrying value of loans at amortized cost tsofithe allowance for expected credit losse$138.3million and unearned
interest and deferred feesgxf.4million for SeptembeB0, 2018; allowance for expected credit losses8df$million and
unearned interest and deferred fees of $5.0 miftomecember 31, 2017.

@ The carrying value of securities at amortized dsgstet of the allowance for expected credit losse$0.1 million as of
SeptembeB0, 2018 and $0.2 million as of December 31, 2017.
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19.

20.

21.

Related party transactions

During the reporting periods, total compensatioid padirectors and the executives of Bladex asasgntatives of the
Bank amounted to:

Three months ended September 30,

2018 2017 2016
Expenses:
Compensation costs paid to direc 214 21¢
Compensation costs paid to executi 472 24¢€

Nine months ended September 30,

2018 2017 2016
Expenses:
Compensation costs paid to direc 42t 441
Compensation costs paic executives 3,96( 1,63¢ 3,69¢

Litigation

Bladex is not engaged in any litigation that is eni@ to the Bank’s business or, to the best ofkhewledge of the
Bank’s management that is likely to have an adveffeet on its business, financial condition omutesof operations.

Risk management

Risk is inherent in the Bank’s activities, butithanaged through a process of ongoing identifinatheasurement and
monitoring, subject to risk limits and other cotgrd his process of risk management is criticahtoBank’s continuing
profitability and each individual within the Banls iaccountable for the risk exposures relating ® dni her
responsibilities. The Bank is exposed to marketdit, compliance and liquidity risk. It is alsolgect to country risk
and various operating risks.

The Board of Directors is responsible for the olleisk management approach and for approving idlemanagement
strategies and principles. The Board has appomfigk Committee which has the responsibility tanitar the overall
risk process within the Bank.

The Risk Committee has the overall responsibibitythe development of the risk strategy and impletimg principles,
frameworks, policies and limits. The Risk Committegesponsible for managing risk decisions anditadng risk
levels and reports on a weekly basis to the Exee@ommittee.

The Risk Management Unit is responsible for impletilgy and maintaining risk related procedures teuesm an
independent control process is maintained. Thewaiiks closely with the Risk Committee to ensurat frocedures
are compliant with the overall framework.

The Risk Management Unit is responsible for momigpicompliance with risk principles, policies aimiits across the
Bank. This unit also ensures the complete captfitbeorisks in risk measurement and reporting systeExceptions
are reported on a daily basis, where necessatyet®isk Committee, and the relevant actions dtentao address
exceptions and any areas of weakness.

The Bank ‘s Assets/Liabilities Committee (ALCO)esponsible for managing the Bank’s assets anditied and the
overall financial structure. It is also primarilgsponsible for the funding and liquidity risks b&tBank. The Bank’s
policy is that risk management processes througheuBank are audited annually by the Internal Afidiction, which
examines both the adequacy of the procedures arBlahk’s compliance with the procedures. Internadlifdiscusses
the results of all assessments with management,equults its findings and recommendations to thdid@ommittee.
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21. Risk management (continued)

Risk measurement and reporting systems

The Bank’s risks are measured using a methodefiatts both the expected loss likely to arisedmmal circumstances
and unexpected losses, which are an estimate efitihgate actual loss based on statistical modéie. models make
use of probabilities derived from historical exeade, adjusted to reflect the economic environniEmé. Bank also
runs worst-case scenarios that would arise intbatdhat extreme events which are unlikely to ociny in fact, occur.

Monitoring and controlling risks is primarily perfoed based on limits established by the Bank. Theses reflect the

business strategy and market environment of thécBarwell as the level of risk that the Bank idimg to accept, with

additional emphasis on selected industries. Intanhgdithe Bank’s policy is to measure and monitoe bverall risk

bearing capacity in relation to the aggregate esposure across all risk types and activities.orimfaition compiled
from all the businesses is examined and processeahadlyze, control and identify risks on a timelysis. This

information is presented and explained to the BadirDirectors, the Risk Committee, and the headaith business
division.

The report includes aggregate credit exposure,jitcneetric forecasts, market risk sensitivities,pstosses, liquidity
ratios and risk profile changes. On a monthly ha#tailed reporting of industry, customer and gapbic risks takes
place. Senior management assesses the approps@tehéhe allowance for credit losses on a monbfaygis. The
Supervisory Board receives a comprehensive ris@rtapce a quarter which is designed to providehalnecessary
information to assess and conclude on the riskiseoBank. For all levels throughout the Bank, sieadly tailored risk
reports are prepared and distributed to ensureathatisiness divisions have access to extensaggssary and up—to—
date information.

Risk mitigation

As part of its overall risk management, the Bandsuderivatives and other instruments to managesexps resulting
from changes in interest rates, foreign currencéepjity risks, credit risks, and exposures aridirggn forecast
transactions.

In accordance with the Bank’s policy, its risk pli®fis assessed before entering into hedge traonsactwhich are
authorized by the appropriate level of seniorityhivi the Bank. The effectiveness of hedges is asseBy the Risk
Controlling Unit (based on economic consideratiather than the IFRS hedge accounting regulations).

The effectiveness of all the hedge relationshipmamitored by the Risk Controlling Unit quarterip. situations of
ineffectiveness, the Bank will enter into a newddelationship to mitigate risk on a continuousiba

Risk concentration

Concentrations arise when a number of countergaatie engaged in similar business activities, tvities in the same
geographical region, or have similar economic fesgthat would cause their ability to meet contrakbbligations to
be similarly affected by changes in economic, pallt or other conditions. Concentrations indicate telative
sensitivity of the Bank’s performance to developteaifecting a particular industry or geographloahtion. To avoid
excessive concentrations of risk, the Bank’s peti@nd procedures include specific guidelines¢cad@n maintaining
a diversified portfolio. Identified concentration$ credit risks are controlled and managed accgidinSelective
hedging is used within the Bank to manage risk eatrations at both the relationship and industrele

The Bank has exposure to the following risk fronaficial instruments:
Credit risk

Credit risk is the risk that the Bank will incurl@ss because its customers or counterpartiesdailigcharge their
contractual obligations. The Bank manages and elsntredit risk by setting limits on the amountrisk it is willing
to accept for individual counterparties and for graphical and industry concentrations, and by nooimity exposures
in relation to such limits.
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21. Risk management (continued)
Credit risk (continued)

The Bank has established a credit quality revieacess to provide early identification of possiblaeges in the
creditworthiness of counterparties, including regudollateral revisions. Counterparty limits aréabshed using a
credit risk classification system, which assignsheaounterparty a risk rating. Risk ratings arejecibto regular
revision. The credit quality review process aimalow the Bank to assess the potential loss becafighe risks to
which it is exposed and take corrective action.

Individually assessed allowances

The Bank determines the allowances appropriategoh individually significant loan or advance oriraividual basis,
considering any overdue payments of interests,itcratihng downgrades, or infringement of the oraiterms of the
contract. Items considered when determining all@@amounts include the sustainability of the coynaey’s business
plan, its ability to improve performance if it is & financial difficulty, projected receipts ané #xpected payout should
bankruptcy ensue, the availability of other finah@upport, the realizable value of collateral émel timing of the
expected cash flows. Allowances for losses arauat@dl at each reporting date, unless unforesemmestances require
more careful attention.

Collectively assessed allowances

Allowances are assessed collectively for losselwans and advances and for debt investments attiaetbcosts that
are not individually significant and for individuslsignificant loans and advances that have besesasd individually
and found not to be impaired.

The Bank generally bases its analyses on histogiqaérience and prospective information. Howevdremthere are
significant market developments, regional and/abgl, the Bank would include macroeconomic facteithin its
assessments. These factors include, depending eorchfrracteristics of the individual or collectivesessment:
unemployment rates, current levels of bad debtgbs in the law, changes in regulation, bankruptayds, and other
consumer data. The Bank may use the aforementi@octats as appropriate to adjust the impairmenpinahces.

Allowances are evaluated separately at each regodtite with each portfolio. The collective assessnis made for
groups of assets with similar risk characterisiicgrder to determine whether provision shoulartaele due to incurred
loss events for which there is objective evidermé,the effects of which are not yet evident in ith@ividual loans
assessments. The collective assessment takes aodalata from the loan portfolio (such as histalimsses on the
portfolio, levels of arrears, credit utilizationan to collateral ratios and expected receiptgatalveries once impaired)
or economic data (such as current economic comditionemployment levels and local or industry—djmeproblems).
The approximate time when a loss is likely to haeen incurred and the time it will be identified raguiring an
individually assessed impairment allowance is &d&en into consideration. The impairment allowaisdben reviewed
by credit management to ensure alignment with thek® overall policy.

Financial guarantees and letters of credit aresaeskin a similar manner as for loans.

Derivative financial instruments

Credit risk arising from derivative financial ingiments is, at any time, limited to those with pesitfair values, as
recorded on the statement of financial positiofamtvalue. With gross—settled derivatives, the Benalso exposed to
a settlement risk, being the risk that the Bankdnsits obligation, but the counterparty fails @ider the counter value.

Credit—related commitments risks

The Bank makes available to its customers guarariteg may require that the Bank makes paymentbainbehalf

and enters into commitments to extend credit liiwesecure their liquidity needs. Letters of cremlid guarantees
(including standby letters of credit) commit thenRdao make payments on behalf of customers in¥eatsof a specific

act, generally related to the import or export @bds. Such commitments expose the Bank to simélks to loans and
are mitigated by the same control processes aricigml
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21. Risk management (continued)
Credit risk (continued)

Collateral and other credit enhancements

The amount and type of collateral required dep&mdan assessment of the credit risk of the couatgrpGuidelines
are in place covering the acceptability and vatratf each type of collateral.

The main types of collateral obtained are, as ¥aito
- For commercial lending, charges over real estaipgaties, inventory and trade receivables.

The Bank also obtains guarantees from parent coiepdor loans to their subsidiaries. Management itnothe
market value of collateral and will request additibcollateral in accordance with the underlyingeggnent. It is the
Bank’s policy to dispose of repossessed propeiriies orderly fashion. The proceeds are used tocedr repay the
outstanding claim. In general, the Bank does notipg repossessed properties for business use.

The Bank also makes use of master netting agresmeitih counterparties with whom a significant vokurof
transactions are undertaken. Such arrangementglprimr single net settlement of all financial mshents covered by
the agreements in the event of default on any oméract. Master netting arrangements do not noynmrakiult in an
offset of balance—sheet assets and liabilitiesssntertain conditions for offsetting.

Although master netting arrangements may signiflgaeduce credit risk, it should be noted that:

- Credit risk is eliminated only to the extent thataunts due to the same counterparty will be settfest the
assets are realized.

- The extent to which overall credit risk is reducedy change substantially within a short period beeahe
exposure is affected by each transaction subjatiet@arrangement.

Liquidity risk

Liquidity refers to the Bank’s ability to maintasmlequate cash flows to fund operations and megatioins and other
commitments on a timely basis.

As established by the Bank’s liquidity policy, tBank’s liquid assets are held in overnight deposith the Federal
Reserve Bank of New York or in the form of interkateposits with reputable international banks tizate Al, P1, or
F1 ratings from two of the major internationallyecognized rating agencies and are primarily latatetside of the
Region. In addition, the Bank’s liquidity policyi@wvs for investing in negotiable money market instents, including
Euro certificates of deposit, commercial paper, attnér liquid instruments with maturities of upttwee years. These
instruments must be of investment grade qualityr Aaiter, must have a liquid secondary market anddmsidered as
such according to Basel Ill rules.

The Bank performs daily reviews, controls and pdidetress tests on its liquidity position, inclagithe application of
a series of limits to restrict its overall liquigitisk and to monitor the liquidity level accorditg the macroeconomic
environment. The Bank determines the level ofitlqassets to be held on a daily basis, adoptinigjaidity Coverage
Ratio methodology referencing the Basel Committeédejines. Additionally, the Liquidity Coverage tRais
complemented with the use of the Net Stable FunBiatip to maintain an adequate long-term fundingcstire

Specific limits have been established to contrplc{imulative maturity “gaps” between assets arilitees, for each

maturity classification presented in the Bank'singl liquidity reports, and (2) concentrationgdeposits taken from
any client or economic group maturing in one day ttal maximum deposits maturing in one day.
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21. Risk management (continued)
Liquidity risk (continued)

The Bank follows a Contingent Liquidity Plan. Thkn contemplates the regular monitoring of sevqteintified
internal and external reference benchmarks (suadepssit level, Emerging Markets Bonds Index PWUBOR-OIS
spread and market interest rates), which in ca$dsigh volatility would trigger implementation of series of
precautionary measures to reinforce the Bank’sdiyuposition. In the Bank’s opinion, its liquigliposition is adequate
for the Bank’s present requirements.

While the Bank’s liabilities generally mature owarmewhat shorter periods than its assets, theiatswdiquidity risk
is diminished by the short-term nature of the Ipartfolio, as the Bank is engaged primarily in fimancing of foreign

trade.

The following table details the Banks’s assetslatfillities grouped by its remaining maturity witbspect to the

contractual maturity:

September 30, 2018

More
Description Upto 3 3to6 6 months 1to5 than Without
months months to 1 year years 5 years maturity Total

Assets
Cash and cash equival 792,952 - - - - - 792,952
Investment securitie 1,650 12,975 18,045 60,336 - - 93,006
Equity investmen - - - - - 5,527 5,527
Loans 1,880,75 918,04: 1,076,88 1,786,21! 62,62 - 5,724,51
Unearned interest and

deferred fee (843) (1,243) (22) (4,901) (348) - (7,357)
Allowance for expected

credit losse: (44,078 (7,099 (7,284 (63,616 (17,241 - (139,318
Other asse 58,573 12,733 15,185 2,029 1,495 1.41¢ 91,430
Total 2,689,005 935,408 1,102,810 1,780,067 46,526 ,9426 6,560,758
Liabilities

Deposit: 2,112,392 366,46. 298,681 - - - 2,777,535
Other liabilities 282,509 477,113 801,028 1,159,765 67,342 6,515 2,794,272
Total 2,394,901 843,575 1,099,709 1,159,765 67,342 ,515%6 5,571,807
Confirmed letters of

credif 76,352 116,479 2,060 - - - 194,891
Stand-by letters of credit
and guaranteed — 18,476 36,466 66,540 23,919 - 145,401

Commercial isk
Credit commitmen 74,83¢ 65,00( - 75,714 - - 215,548
Total 169,662 217,945 68,600 99,633 - 555,840
Net position 124,44; (126,112 (65,499 520,66 (20,816 427 433,11
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21. Risk management (continued)

Liquidity risk (continued)

December 31, 207

More
Description Upto3 3to6 6 months lto5 than Without
months months to 1 yeal years 5 years maturity Total

Assets

Cash and cash equival 672,048 - - - - 672,04¢
Investment securitie 700 279 7,000 77,68¢ - 85,66
Equity investmen - - - - - 8,402 8,402
Loans 1,926,787 1,175,801 922,711 1,386,161 94,198 ) 5,505,658
Unearned interest and

deferred fee 472) (479) (223) (3,546) (248) a7) (4,985)
Allowance for expected

credit losse: (35,787 (6,302 (8,208 (24,827 (6,170 . (81,294
Other asse 31,282 8,635 13,175 3,819 9,398 15,94 82,25!
Total 2,594,558 1,177,934 934,455 1,439,295 97,178 24,327 6,267,747
Liabilities

Deposit: 1,722,041 411,158 571,50C 224,145 - ) 2,928,844

Other liabilities 806,547 151,09C 291,694 979,958 66,80 ) 2,296,009
Total 2,528,588 562,248 863,194 1,204,103 66,802 - 5,224,935
Confirmed letters of

credi 169,04. 101,40: 3,00¢ - - - 273,44¢
Stand-by letters of credit
and guaranteed — 18,687 72,080 77,952 257 i i 168,976
commercial risk

Total 187,72¢ 188,48: 80,95¢ 30,257 57¢ - 488,00«
Net position (121,759 427,20: (9,695 204,93! 29,79¢ 24,32 554,80¢
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21. Risk management (continued)
Market risk (continued)

Market risk generally represents the risk that @alof assets and liabilities or revenues will beeaskly affected by
changes in market conditions. Market risk is inheiia the financial instruments associated with ynahthe Bank’s
operations and activities, including loans, deposiecurities held to maturity and financial instents through OCI,
short- and long-term borrowings and debt, deriestiand financial liabilities through profit or lossThis risk may
result from fluctuations in different parameteisterest rates, currency exchange rates, inflatdes and changes in
the implied volatility. Accordingly, depending ohet instruments or activities impacted, market risks have wide
ranging, complex adverse effects on the Bank'sifire condition, results of operations, cash flamsl business.

Interest rate risk

The Bank endeavors to manage its assets andtiebili order to reduce the potential adverse tffec the net interest
income that could be produced by interest rate gbsinThe Bank'’s interest rate risk is the expostiearnings (current
and potential) and capital to adverse changesterdst rates and is managed by attempting to ntheherm and

repricing characteristics of the Bank’s interegersensitive assets and liabilities. The Bank’'dgyolvith respect to

interest rate risk provides that the Bank estabfdimits with regards to: (1) changes in net e¢lincome due to a
potential impact, given certain movements in inderates and (2) changes in the amount of avaikedpédty funds of

the Bank, given a one basis point movement in ésterates.

The following summary table presents a sensitigitalysis of the effect on the Bank’s results ofrapens derived
from a reasonable variation in interest rates witkfinancial obligations are subject to, basealange in points.

Change in Effect on

interest rate income
SeptembeB0, 201¢ +200 bp 4,12¢
-200 bp: (3,037
SeptembeB0, 201 +200 bp 20,73
-200 bp: (5,018
SeptembeB0, 201t +200 bp 8,67:°
-200 bp: (8,206

This analysis is based on the prior year changegénest rates and assesses the impact on ineuthehalances as of
SeptembeB0, 2018 and December 31, 2017. This sensitivibyidies an idea of the changes in interest ratkmgas
example the volatility of the interest rate of ghrevious period.
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21. Risk management (continued)
Market risk (continued)
Interest rate risk (continued)

The table below summarizes the Bank's exposurallmasthe terms of repricing of interest rates oafficial assets and

liabilities.
September30, 2018
Upto3 3to6 6 months More than
Description months months to 1 year 1to 5 years 5 years Total
Assets
Investments securiti 1,611 12,959 18,044 60,392 - 93,00¢
Equity investmen - - - - 5,527 5,527
Loans 4,188,420 885,102 426,030 214,373 10,593 5,724,518
Total 4,190,031 898,061 444,074 274,765 16,120 5,823,051
Liabilities
Deposits 2,034,263 366,460 298,681 - - 2,699,404
Securities sold under i 11,536 28,231 ) ) 30,767
repurchase agreeme
Short a_nd long-term 1,945,586 152,616 92,522 410,118 60,713 2,661,555
borrowings and debt, n
Total 3,979,849 530,612 419,434 410,118 60,713 5,400,726
Total interest rate
sensibility 210,18: 367,44 24,64( (135,353 (44,593 422,32!

December 31, 2017

Upto3 3to6 6 months More than
Description months months to 1 year 1to 5 years 5 years Total
Assets
Investments securiti 700 279 7,000 77,688 i 85,66"
Equity investmen - - - - 8,402 8,402
Loans 4,067,639 952,542 301,334 173,550 10,593 5,505,658
Total 4,068,339 952,821 308,334 251,238 18,995 5,599,727
Liabilities
Deposits 2,242,221 305,41! 197,06( 102,08! - 2,846,781
Short and long-term
borrowings and debt, r 1,585,14: 2,53¢ 85,23: 482,81 55,83¢ 2,211,56
Total 3,827,36: 307,95: 282,29: 584,89¢ 55,83t 5,058,34
Total interest rate
sensibility 240,974 644,868 26,042 (333,661) (36,843) 541,380
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21. Risk management (continued)
Market risk (continued)

Currency risk

Currency risk is the risk that the value of a fic@ahinstrument will fluctuate because of changesichange rates of
foreign currencies, and other financial variab&esyell as the reaction of market participantsdiitipal and economic

events. For purposes of accounting standardsigkisipes not come from financial instruments thratraot monetary

items, or for financial instruments denominatedhe functional currency. Exposure to currency itslow since the

Bank’s has maximum exposure limits establishechieyBoard.

Most of the Bank’s assets and most of its lialeiitare denominated in US American Dollars and h#re8ank does
not incur a significant currency exchange risk. therency exchange rate risk is mitigated usingvdéves, which,
although perfectly covered economically, may geteesacertain accounting volatility.

The following table details the maximum to foreignrency, where all assets and liabilities aregmee] based on their
book value, except for derivatives, which are ideld within other assets and other liabilities baseils value nominal.

September3(, 2018

Brazilian European Japanese Colombian Mexican Other
Real Euro Yen Peso Peso currencies
expressed expressed expressed expressed expressed expressed
in US$ in US$ in US$ in US$ in US$ in Usg®w Total

Exchange rate 4.049¢ 1.161( 113.63! 2972 18.710: -
Asset:
Cash and cash
equivalen 762 16 2 45 7,087 11¢F 8,027
Equity
investment - - - - - -
Loans - - - - 207,18 - 207,18
Total 762 16 2 45 214,270 115 215,210
Liabilities
Borrowings and
deposit placemer - - - - 213,40: - 213,40:
Other Liabilities - - - - - -
Total - - - - 213,402 - 213,402
Net currency
position 762 1€ 2 45 8€8 115 1,80¢

® 1t includes other currencies such as: Argentinegeaustralian- dollar, Swiss franc, Pound stetlifgruvian soles and Remimbis
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21. Risk management (continued)

Market risk (continued)

Currency risk (continued)

Exchange rate

Asset:

Cash and cash
equivalen
Equity
investment

Loans
Total

Liabilities
Borrowings and
deposit placemer

Total

Net currency
position

December 31, 207

Brazilian European Japanese Colombian Mexican Other
Real Yen Peso Peso currencies
expressed expressed expressed expressed expressed expressed
in US$ in US$ in US$ in US$ in UsSg® Total

3.31 1.2C 112.6€ 2,985.7i 19.67 -

87 2 4 91 36¢ 75 62€

16€ - - - - 16€

- - - - 143,18: - 143,18:

255 2 4 91 143,551 75 143,978

- - - - 143,66 - 143,66

- - - - 143,66: - 143,66:

25¢ 2 4 91 (110 75 317

@ ltincludes other currencies such as: Argentin@geaustralian- dollar, Canadian dollar, Swiss éaPeruvian soles and Remimbis

Operational Risk

Operational risk is the risk of loss arising frogstems failure, human error, fraud or external &ewhen controls
fail to operate effectively, operational risks aaause damage to reputation, have legal or regylatgulications, or

lead to financial loss. Bladex, like all financiastitutions, is exposed to operational risks, iidahg the risk of fraud by
employees and outsiders, failure to obtain proptermal authorizations, failure to properly documgansactions,

equipment failures, and errors by employees, agdailure, interruption or breach in the securityoperation of the
Bank’s information technology systems could resuiinterruptions in such activities. Operationabiplems or errors
may occur, and their occurrence may have a mataisrse impact on the Bank'’s business, finanoiatlition, results

of operations and cash flows. The Bank cannot &xgeeliminate all operational risks, but it ende to manage
these risks through a control framework and by nawinig and responding to potential risks. Contiotdude effective

segregation of duties, access, authorization acdnaliation procedures, staff education and assest processes,
such as the use of internal audit.

Capital management

The primary objectives of the Bank’s capital mamaget policy are to ensure that the Bank compligh wkternally
imposed capital requirements and maintains stroaditcratings and healthy capital ratios to supfsiusiness and to

maximize shareholder value.
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21.

22.

Risk management (continued)
Capital management (continued)

The Bank manages its capital structure and adjustscording to changes in economic conditions #mel risk
characteristics of its activities. To maintain djust the capital structure, the Bank may adjustaimount of dividend
payment to shareholders, return capital to shadehslor issue capital securities. No changes haea made to the
objectives, policies and processes from the previ@ars. However, they are under constant reviethdBoard.

September30, December 31,
2018 2017
Tier 1 capite 992,664 1,048,30.
Risk weighted asse 5,732,405 5,60151¢
Tier 1 capital rati 17.3% 18.71%

Applicable laws and regulations
Liquidity index

The Rule No. 4-2008 issued by the SuperintendehBarmks of Panama (SBP) establishes that everyrgklicense or
international license bank must maintain, alwaymiaimum balance of liquid assets equivalent to 3%he gross
total of its deposits in the Republic of Panamawerseas up to 186 days, counted from the datkeofdport. The
formula is based on the following parameters:

Liguid asset: x 100 = X% (Liquidity index)
Liabilities (Deposit: Receivei)

As of SeptembeB0, 2018, and December 31, 2017, the percentageediquidity index reported by the Bank to the
regulator was 87.02% and 88.78%, respectively.

Capital adequacy

The Banking Law in the Republic of Panama and thie&No. 01-2015 and 03-2016 require that the igétieense
banks maintain a total capital adequacy indexghall not be lower, at any time, than 8% of tosseds and off-balance
sheet irrevocable contingency transactions , wedjatcording to their risks; and ordinary primaapital that shall not
be less than 4.5% of its assets and off-balancet stransactions that represent an irrevocableiragaricy, weighted
according to their risks; and a primary capitat 8tell not be less than 6% of its assets andalfifize sheet transactions
that represent an irrevocable contingency, weightswrding to their risks.

As of SeptembeB0, 2018, the Bank's total capital adequacy ratit7.32%, which is in compliance with the capital
adequacy indexes required by the Banking Law irR@public of Panama.
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22. Applicable laws and regulations (continued)

Specific provisions

The Rule No. 4-2013, modified by Rule No. 8-201#jicates that the specific provisions are origiddr®m the
objective and concrete evidence of impairment. €h@®visions must be established for credit faesitclassified
according to the risk categories denominated: spenention, substandard, doubtful, or unrecoverabt#h for
individual credit facilities as for a group of sufatilities. In the case of a group, it correspotasircumstances that
indicate the existence of deterioration in credilgy, although individual identification is stifiot possible.

Banks must calculate and maintain at all timesatm®unt of the specific provisions determined by rtrethodology
specified in this Rule, which takes into accouethlance owed of each credit facility classifieamny of the categories
subject to provision, mentioned in the paragrapivabthe present value of each guarantee availabigler to mitigate
risk, as established by type of guarantee; andightirg table that applies to the net balance sulje loss of such
credit facilities.

In Article 34 of this Rule, it establishes that @lédits must be classified in the following fiv&) €ategories, according
to their default risk and loan conditions, and lessaes a minimum reserve for each classificatmrmal 0%, special
mention 2%, substandard 15%, doubtful 50%, andaowerable 100%.

If there is an excess in the specific provisioricuated in accordance with this Rule, comparedhi® provision
calculated in accordance with IFRS, this exceskbagilaccounted as a regulatory credit reservedaokBblder’s Equity
and will increases or decreases with allocationgatds the retained earnings. The balance of thelatgy credit
reserve will not be considered as capital fundscdculating certain ratios or prudential indicatonentioned in the
Rule.

Based on the classification of risks, real guammtnd in accordance with Rule No. 04-2013 of tige8ntendence
of Banks of Panama, the Bank classified the loatfqlm as follows:

September30, 2018

Loans Normal l\?gr?t(i::)ar: Substandard Doubtful Unrecoverable Total
Corporation 2,526,52. - - 83,97¢ - 2,610,501
Banks:

Private 2,452,775 - - ) - 2,452,775
State-ownec 537,27( ) ) ) - 537,27(
2,990,02i - - - - 2,990,02i
Other: 88,99: - - - 35,00( 123,99.
Total 5,605,542 - - 83,976 35,000 5,724,518
Loans provisior
Specific - - - 61,87¢ 22,75C 84,62t
Total - - - 61,875 22,750 84,625
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22. Applicable laws and regulations (continued)

Specific provisions (continued)

December 31, 2017

Special
Loans Normal Mention Substandard Doubtful Unrecoverable Total
Corporation 2,582,35: - 23,75¢ - - 2,606,11.
Banks:
Private 2,083,79! } : ) - 2,083,79
State-ownec 573,64¢ ) ) ) - 573,64¢
2,657,44. - - - - 2,657,44.
Other: 207,10: - - - 35,00( 242,10:
Total 5,446,899 23,759 - 35,000 5,505,658
Loars provisior:
Specific - - 7,23¢ - 17,50( 24,73¢
Total - - 7,238 - 17,500 24,738
As of SeptembeB0, 2018, and December 31, 2017, the total restredtioans amounted to $28,440 and $32,924,
respectively.
Non-accruing loans are presented by category ksl
September30, 2018
Non-
accruing Special
loans Normal Mention Substandard Doubtful Unrecoverable Total
Impaired
loan:s - - - 83,97¢ 35,00( 118,97t
Total - - - 83,976 35,000 118,976
December 31,2017
Non-
accruing Special
loans Normal Mention Substandard Doubtful Unrecoverable Total
Impaired
loan:s - - 23,75¢ - 35,00( 58,75¢
Total - - 23,759 - 35,000 58,759
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22. Applicable laws and regulations (continued)

Specific provisions (continued)

September30, December 31,
2018 2017
Non-accruing loar:

Private corporatiot 83,97¢ 23,75¢
Middle-market companies 35,00( 35,00(
Total non-accruing loan 118,976 58,759

Interests that wdd be reversed if the loans had b
classified asnon-accriing loan: 4,58: 3,251
Income from collected intereon nor-accruing loar 1,381 551

Credit risk coverage - dynamic provision

The Superintendence of Banks of Panama by meahe &ule No. 4-2013, which governs as of June 8042nd
repeals in all its parts the Rule No. 6-2000 ahdsshmendments, establish the compulsory cotigtitlof a dynamic
provision in addition to the specific provisionert of the total provisions for credit risk covgea

The dynamic provision is an equity consignment eissed to the regulatory capital, but does notaeplor offset the
capital adequacy requirements established by ther8uendence of Banks of Panama. The Rule in l&rk®, numeral
2, establishes the period of adjustment where bamkst ensure that they have the minimum percentafjeisk-
weighted assets, without prejudice to the Bank&sitn to apply the corresponding amount in accacdavith what
establishes Article 37 of this Rule.

Methodology for the constitution of the regulateredit reserve

The Superintendence of Banks of Panama by meathe @éeneral Resolution of Board of Directors SBB®®003-
2013 of July 9, 2013, establishes the accountinthoa®logy of the identified differences that risetweeen the
application of the International Financial RepagtBtandards (IFRS) and the application of prudbrggulations issued
by the SBP; as well as the additional disclosuespiire to be included in the notes to the constddidinancial
statements.

The parameters established in this methodologyharéollowing:

1. “The calculations of how the accounting balancesildide applied in accordance to IFRS and the priglen
standards issued by the Superintendence of BanRardma will be carried out and the respectiverdigwill be
compared.

2. When the calculation made in accordance with IFES8llts in a greater reserve or provision for thekBaompared
to the one resulting from the use of the prudertiahdards issued by the SBP, the Bank will acctheniFRS
figures.

3.  When the impact of the use of prudential daads results in a greater reserve or provisionhetbank, the effect
of the application of IFRS will be recorded in ptaind loss, and the difference between IFRS calimr compared
to the prudential standards calculation will berappiated in the retained earnings as a regulataglit reserve. If
the Bank does not have sufficient retained earnitios difference will be presented as an accumdildeficit
account.

4. The regulatory credit reserve mentioned in numeaf this Rule may not be reversed against thénedta
earnings as long as there are differences betweelRS and the originated prudential regulations”.
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22.

23.

Applicable laws and regulations (continued)

Credit risk coverage - dynamic provision (continued

Considering that the Bank presents its consolidfibeshcial statements under IFRS, specificallyifsrexpected credit
reserves

under IFRS 9, the line "Regulatory credit reserestablished by the Superintendence of Banks ofrRarfas been
used to present the difference between the apjglicaf the accounting standard used and the priadeagulations of
the Superintendence of Banks of Panama to complytiwve requirements of the Rule No. 4-2013.

As of SeptembeB0, 2018, and December 31, 2017, the total amduthieadynamic provision and the regulatory credit
reserve calculated according to the guidelines wE RNo. 4-2013 of the Superintendence of Banks arfafa is
$108,781 and $ 129,254. respectively, taken in flalin retained earnings for purposes of compliawith local
regulatory requirements. This appropriation is rietgd to distributing dividends in order to comphith local
regulatory. As follows, the detail:

September30, December 31,
2018 2017
Dynamic provisiol 108,75t 108,75t
Regulatory credit reser 25 20,49¢
108,781 129,254

Subsequent Events

Bladex announced a quarterly cash dividend of $138 dollar cent per share corresponding to threl thuarter of
2018. The cash dividend was approved by the Bohidirectors at its meeting held on October 23, 2618 it is
payable on November 20, 2018 to the Bank’s stoaldrslas of November 06, 2018 record date.

82





